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Pablo Mufoz

Superintendent of Schools

January 29, 2021

Honorable President Ms. Christina Schratz and
Members of the Passaic Board of Education
663 Main Avenue

Passaic, New Jersey 07055

Dear President and Members of the Board of Education:

The Comprehensive Annual Financial Report (CAFR) of the Passaic Board of Education
(District) for the fiscal year ended June 30, 2020 is hereby submitted by the district’s
Offices of the Superintendent of Schools and the School Business Administrator/Board
Secretary. Responsibility for both the accuracy of the data and completeness and fairness
of the presentation, including all disclosures, rests with the management of the district.

To the best of our knowledge and belief, the data presented in this report is accurate in all
material respects and is reported in a manner designed to present fairly the financial
position and results of operations of the various funds of the district. All disclosures
necessary to enable the reader to gain an understanding of the district’s financial
activities have been included. The district’s internal controls have been designed to
provide reasonable, rather than absolute, assurance that the financial statements will be
free from material misstatement. As management, we assert that to the best of our
knowledge and belief; this financial report is complete and reliable in all material
respects.

Phone: 973.470.5201 | Fax: 973.860.2278 | 663 Main Avenue, Passaic, NJ 07055 | pmunoz@passaicschools.org
1
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REPORT FORMAT

The Comprehensive Annual Financial Report is presented in four sections: Introductory,
Financial, Statistical, and Single Audit. The purpose of each section of the CAFR is as
follows:

Introductory Section—This section includes this transmittal letter, the
district’s organizational chart, and a list of principal officials. This section
is intended to familiarize the reader with the organizational structure of the
school district, the nature and scope of the services it provides, and the
specifics of its legal operating environment. It is primarily designed for
the taxpayer.

Financial Section—This includes the independent auditor’s report, the
Management’s Discussion and Analysis (MD&A), financial statements,
notes to financial statements, and the combining and individual fund
financial statements and schedules. It is primarily designed for oversight
and legislative bodies.

Generally accepted accounting principles (GAAP) require that
management provides a narrative introduction, overview, and analysis to
accompany the financial statements in the form of Management’s
Discussion and Analysis (MD&A). This letter is designed to complement
the MD&A and should be read in conjunction with it. The MD&A of the
district can be found immediately following the report of the independent
auditors.

Statistical Section—This includes selected financial and demographic
information, generally presented on a multi-year basis. Unless
otherwise noted, the information in these schedules is derived from the
Comprehensive Annual Financial Reports for the relevant years.

Single Audit Section—The district is required to undergo an annual
single audit in conformity with the provisions of the Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform
Guidance), and New Jersey Office of Management and Budget (OMB)
Circular 15-08, “Single Audit Policy for Recipients of Federal Grants,
State Grants, and State Aid.”

This section includes independent auditor’s reports on compliance and
internal controls, schedules of expenditures for federal, state and local
grants, notes to the schedules of expenditures of federal and state grants,
schedule of findings and questioned costs, and a summary schedule of
prior year audit findings.
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REPORTING ENTITY AND ITS SERVICES

The district is an independent reporting entity within the criteria adopted by the
Governmental Accounting Standards Board (GASB) as established by GASB Statement
No. 14, All funds of the district are included in this report.

Organization of the Passaic Board of Education

The Passaic Board of Education is a Type II school district whose boundaries are
coterminous with the City of Passaic in Passaic County, New Jersey.

The district’s Board has nine (9) members that are elected for three (3) year overlapping
terms. The members of the Board are residents of the City of Passaic. The Passaic Board
of Education is annually organized on any day of the first or second week following the
April school election.

All Passaic Board of Education meetings are public. The Board holds regularly
scheduled public meetings once a month.

The district provides a full range of free public educational services to grade levels pre-
kindergarten through grade 12 for residents of the City of Passaic. These educational
services include general and career and technical education, as well as special programs
to address the educational needs of children with disabilities. The district also provides
programs for those children requiring academic remediation and for children with limited
English language proficiency. The District is required to pass through to the charter
schools a per-pupil allocation determined by the State of New Jersey. This pass-through
amount is included in the District’s annual operating budget.

Passaic Public Schools

The Passaic Public Schools has a diverse student body, with the ethnicity of students on
October 11, 2019 being Hispanic/Latino 12,638 (93.18%); Black 559 (4.12%); Asian 252
(1.86%); Pacific Islander 12 (0.09%); White 97 (0.72%); American Indian 5 (0.04%)
There were also a total of 6,579 (48.49%) female students and 6,988 (51.51%) male
students. There were also 1,688 special education students that represent 12.45% of the
student population and 3,289 English Language Learners (ELLs) that represent 24.25%
of the current student population.

The chart that follows reflects in-district eligibility for free and reduced-priced meals by
grade-level compiled as of October 15, 2019, and as reported on the Application for State
School Aid (ASSA). From the chart, one will note that most of our in-district students
come from a low socio-economic background, with 10,920 of the student body eligible
for free meals and 954 eligible for reduced-priced meals under the National School
Breakfast & Lunch Program. The District was eligible for the Community Eligibility
Provision (CEP), a federal program under the USDA's National School Lunch and School
Breakfast Programs. It allows schools that predominantly serve low-income children to
offer free breakfast and lunch to all students rather than collecting individual applications
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and limiting free and reduced-price lunches to income-eligible students. School eligibility
for CEP is based on data from other federal programs, including the Supplemental
Nutrition Assistance Program (SNAP) and the Temporary Assistance Program for Needy
Families (TANF).

Total Free |% Free and
and Reduced
Grade Level In-District Onroll Free Lunch Reduced Lunch |Reduced Eligible
Pre-K 3 year olds 581 450 44 494 85.0%
Pre-K 4 year olds 622 467 46 513 82.5%
Kindergarten 816 676 58 734 90.0%
One 827 661 59 720 87.1%
Two 791 652 61 713 90.1%
Three 858 719 70 789 92.0%
Four 830 684 65 749 90.2%
Five 933 790 70 860 92.2%
Six 941 759 75 834 88.6%
Seven 927 748 73 821 88.6%
Eight 916 723 65 788 86.0%
Nine 753 600 50 650 86.3%
Ten 771 599 69 668 86.6%
Eleven 678 504 47 551 81.3%
Twelve 640 458 35 493 77.0%
SPED. Elementary 665 570 27 597 89.8%
SPED Middle 525 459 20 479 91.2%
SPED High 495 401 20 421 85.1%
Total (PK-12) 13,569 10,920 954 11,874 87.5%

The number of children qualifying for free meals impacts both state aid (At-Risk
component) and federal aid.

In the 2019-20 school year, the district operated seventeen (17) schools in twenty-one
(21) locations; fourteen (14) owned and seven (7) leased. The district reported 13,569
pupils in-district and on roll (grades prekindergarten through grade 12) on October 15,
2019 for its 2020-21 Application for State School Aid (ASSA) student count.
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The following represents a listing of schools, grade configurations, and the enrollments taken
from the Applications for State School Aid enrollment count on October 15, 2019, compared
with the October 15, 2018 enrollment counts.

Students on Roll

Students on Roll

Enrollment

Location |  Siatas | Configwration | Configuration | OC100€r 152018 | Octaber 15, 2019
g g ASSA Report ASSA Report
Kindergarten- Kindergarten -
Sch. #1 Owned Grade 8, SPED Grade 8, SPED 782 468
Kindergarten-
Sch. #2 Leased Grade 1, SPED N/A 198 0
Pre-Kindergarten- Pre-Kindergarten-
Sch. #3 Owned Grade 8, SPED Grade 8, SPED 843 804
Kindergarten- Kindergarten-
Sch. #5/#5A | Leased/Leased Grade 8, SPED Grade 8, SPED 461 417
Pre-Kindergarten- Pre-Kindergarten-
Sch. #6 Owned Grade 8, SPED Grade 8, SPED 1095 1025
Pre-Kindergarten Pre-Kindergarten
Sch. #7 Owned and Kindergarten, and Kindergarten, 393 313
SPED SPED
Pre-Kindergarten- Pre-Kindergarten-
Sch. #8/#8A Owned/Leased Grade 8, SPED Grade 8, SPED 578 660
Kindergarten —
Sch. #9/ #9A | Owned/Leased | Grades 1-8, SPED Grade 8, SPED 681 812
Sch. Pre-Kindergarten- Pre-Kindergarten-
#omion | OwnedLeased | 5 4e 8, SPED Grade 8, SPED 905 773
Kindergarten- Kindergarten-
Sch. #11 Owned Grade 8, SPED Grade 8, SPED 1192 1003
Passaic High Owned Grades 9-12, SPED | Grades 9-12, SPED 2565 2364
Sch. Pre-Kindergarten, Pre-Kindergarten,
415/415A Owned/Leased SPED SPED 268 274
Pre-Kindergarten .
Sch. #16 Leased and Kindergarten, Pre-Kindergarten, 461 488
SPED
SPED
Pre-Kindergarten & | Pre-Kindergarten &
Sch. #19 Owned Grades 2-8, SPED | Grades 2-8, SPED 878 81
Sch. #20 Owned Grades 2-8, SPED Grades 2-8, SPED 974 940
Kindergarten -
Sch. #21 Owned N/A Grade 8, SPED 0 733
Passaic
Preparatory Owned Grades 6-11, SPED | Grades 6-12, SPED 709 893
Academy
Passaic
Academy for | oeq | Grades 6-11, SPED | Grades 6-12, SPED 715 789
Science &
Engineering
Total 13,698 13,569
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Resident enrollment is the enrollment total utilized for state aid funding. This total includes all
students counted on the roll/school district register, students in out-of-district placements,
students in private schools, students on home instruction, less students enrolled in the early
childhood education programs the last day preceding October 15 of each school year, and less
students received. This count also includes students whose legal residence is in the City of
Passaic and are receiving instruction while in state facilities. '

The following represents the changes in the resident enrollment in the Passaic Public Schools
over the last ten (10) years. The ten-year comparison of resident enrollment reflects an increase
of 1,217 students.

ASSA Resident | Enrollment | Enrollment

Applicable Reporting Date | Enrollment| Change # Change %
2020-21 October 15, 2019 13,887 (124) -0.89%
2019-20 October 15, 2018 14,011 27 -0.19%
2018-19 October 13, 2017 14,038 128 0.92%
2017-18 October 14, 2016 13,910 84 0.61%
2016-17 October 15, 2015 13,826 152 1.11%
2015-16 October 15, 2014 13,674 260 1.94%
2014-15 October 15, 2013 13,414 260 1.98%
2013-14 October 15,2012 13,154 498 3.93%
2012-13 October 14, 2011 12,656 (14) -0.11%
2011-12 October 15, 2010 12,670 395 3.22%

District Factor Groupings

The Passaic Public Schools is classified an “A” district in the New Jersey Department of
Education’s District Factor Groupings (DFG). District Factor Grouping (DFG) is a system of
ranking schools by socio-economic status. The group designations are based on information
from census data and include the following: income, poverty, unemployment, percent of the
population with no high school diploma, percent of the population with some college,
occupations, and median family income.

There are eight DFG groupings: “A” designates the lowest socio-economic level, followed by B,
CD, DE, FG, GH, I, and J. The DFG groupings are valuable for comparison of districts with
similar profiles for purposes of state aid and assessment information.
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City of Passaic

The City of Passaic is located in the southeastern portion of Passaic County, New Jersey. Its 3.2
square miles of land area contain mixed industrial, commercial, and residential land uses
developed at a population density of 22,265 persons per square mile. According to the United
States Census Bureau, Passaic has an estimated population of 69,703 in 2019 (2010 Census —
69,781). Currently, Passaic is almost totally developed.

Passaic County

Q

The City of Passaic is within Passaic County, 12 miles west of New York City. Passaic is
situated on the Passaic River in a portion of lowlands between the First Watchung Mountains to
the West and the low ridges on the westerly side of the Hackensack Meadows to the East.
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The racial and ethnic demographics of the City of Passaic from the 2010 United States Census
reflects a majority Hispanic/Latino population of 49,557 (71%), a White population of 9,014
(13%), an African American population of 7,425 (11%), and other population (inclusive of
Native Americans, Asians, Pacific Islanders, and East Indians) of 3,785 (5%).

Passaic City Census Racial-Ethnic Demographic
75.0% -
62.5% -
2 50.0% -
=
= 37.5% -
g 25.0% -
Gt
s 12.5% A
=
2 0.0% o ek
E W hites Blacks Asian Am:rtilc‘:/:ns Hispanic
12000 35.1% 14.7% 6.0"7AL, 1.4% 42.9%
W2010 13.0% 11.0% 4.0% 1.0% 71.0%
MAJOR INITIATIVES

The vision of the Passaic Public Schools is to become one of the best school systems in the state
of New Jersey. During the 2019-2020, school year, the Passaic Public Schools continued its
mission to provide an excellent education that prepares our students for college and to earn high
paying jobs. The district has made an effort to focus on providing every student the opportunity
to graduate from high school with a career certification and/or a minimum of fifteen college
credits. Across grade levels, Passaic Public Schools sets rigorous goals and high expectations for
all students.

The district uses the Theory of Action: An Aligned Instructional System, (Board Policy
6000a/6010a) to guide decision-making across the organization. The framework is comprised of
six critical areas: curriculum, assessment, interventions, professional development, human
resources, and student information systems. As it relates to instruction, the budget is developed
with a clearly established relationship between the Theory of Action and improving the teaching
and learning experience across our schools.
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Building Structures and Systems for Teaching and Learning

Over the last six years, the district has worked to realign the structures that define the school
system.

New Schools

In September 2015, the district opened the Passaic Gifted and Talented Academy, School No. 20,
to provide additional learning opportunities to support advanced studies for students in grades 2-
8. Students apply to the school and are selected based on application requirements for
Academics, Performing Arts, Physical Education, or Visual Arts. During specialized learning
periods, students can choose math or language arts support, school play, specialized bands and
choruses, Destination Imagination, National Junior Honor Society, Model United Nations, as
well as other opportunities specific to each of the strands of study.

In September 2018, the district opened Passaic Academy of Science & Engineering (Science)
and Passaic Preparatory Academy (Prep) in the former space of Lincoln Middle School. Both
schools provide articulated learning experiences for students in grades 6-12. In the Science
building, the district invested in renovating classroom space to include a maker space, physics
lab, and renovation of laboratory and classroom space throughout the school. At Prep,
classroom spaces and common spaces were renovated to support student learning and included
the addition of a music lab and digital design lab spaces.

At the beginning of the 2019-2020 school year, the district opened Sonia Sotomayor School No.
21, a neighborhood school serving over 700 students in grades K-8. Preparations included a
review of district zoning, analysis of district facilities, review of staffing needs, and district-wide
special education and bilingual instructional program placement. As a result of the new
classrooms provided by the new school, the district removed the temporary classroom units
(TCUs) by contracting with appropriate vendors for removal, site remediation, and design of
play spaces for future development.

District Realicnment

In September 2018, the district realigned all district elementary schools to create Pre-
K/Kindergarten to Grade 8 structures, providing students with social-emotional supports and
minimizing student transitions between schools. In addition, the school schedules and staffing
were adjusted to support transitions between content area teachers, allowing teachers to
specialize and strengthen instruction in critical academic areas.
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Focus on Teaching and Learning

Early Childhood Education

The Division of Early Childhood Education provides early learning environments that are
developmentally appropriate and academically rigorous for the youngest learners in the City of
Passaic. Our preschool program is a mixed delivery system, which includes in-district schools,
private providers, and Head Start school sites. The classrooms are mixed age, consisting of
three- and four-year old students and are taught by a P-3 certified teacher and a paraprofessional.
The Division of Early Childhood Education staff also consist of school social workers, PIRT
(Preschool Intervention and Referral Team), teacher coaches, and a CPIS (Community Parent
Involvement Specialist). These staff members provide teachers with coaching on best
instructional practices, interventions for students, and resources and support for the families of
our students.

kb

The curriculum used is High Scope, which emphasizes “active participatory learning.” Active
learning means students have direct, hands-on experiences with people, objects, events, and
ideas. Children’s interests and choices are at the heart of the curriculum. The assessment used is
COR Advantage, which is both a valid and reliable child assessment that measures the
developmental trajectories of our students. The learning domains are Approaches to Learning,
Social and Emotional Developmental, Physical Development and Health, Language, Literacy
and Communication, Mathematics, Creative Arts, Science and Technology, Social Studies, and
English Language Learning.

Professional development is provided to all staff in order to ensure positive student outcomes.
Professional development topics include ECERS-3, High Scope Curriculum, COR Assessment,
family engagement, social-emotional learning, conflict resolution, and content-specific areas,
such as math, science, and literacy.

Curriculum Development

Passaic Public Schools’ continuous focus is in providing a viable curriculum across content areas
and grade levels that are coherent and aligned. Revised curricula contain pacing as well as scope
and sequence guides, unit plans, and aligned formative and summative assessments. The process
of curricula revision involves researching best educational practices and programs and the use of
assessment data to guide changes. All curricula are aligned to New Jersey State Learning
Standards (NJSLS) and reflect the district vision, mission, and focus and are approved annually
by the Board of Education.

10
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English Language Arts (ELA)

In grades K-5, the NJSLS aligned curricula provide a clear guide for learning through the
integration of reading and writing skills. Understanding by Design (UBD) is the curricular
framework. Teachers align their instruction to the Reading and Writing Workshop model and use
leveled readers to teach small group guided reading. In addition, teachers utilize Pearson’s
Reading Street series as a supporting resource. For kindergarten through grade 3, the district has
partnered with Children’s Literacy Initiative (CLI) to provide curriculum development support,
professional development, and coaching around the literacy block to support teaching and
learning. Chapter books are introduced to students in second grade. In grades 4-5, curricula have
shifted to the use of core novels to support student development of critical thinking skills. Units
are thematically designed and include project-based learning opportunities. Throughout the year,
teachers receive ongoing professional development opportunities aligned to the curriculum.
Additional standards-based opportunities for remediation and enrichment are offered to students
during after school and summer school programs.  During the 2019-2020 school year,
curriculum revisions to Grades 4 and 5 were made to reflect our reading workshop initiative and
partnership with CLI.

In grades 6-8, the ELA programs are aligned to the NJSLS and utilize the UBD framework and
are structured around thematic units that include performance task learning opportunitiecs. New
novels were added to the classroom libraries. The novels represent the inclusivity needed in a
21st century classroom such as LGBTQ+, Special Needs, Persons of Colors, and race. In
addition, the core and classroom library novels are complemented by nonfiction articles, poetry,
short stories and plays. Many of the additional resources are accessed via our Houghton Mifflin
Harcourt series, Collections. Students use Chromebooks in a 1:1 environment allowing them to
compose their writing and interact with text in a digital environment. Moreover, standards-based
opportunities for remediation and enrichment were offered to students enrolled in our after-
school, Saturday Academy, and summer school programs.

In grades 9-12, the ELA programs are aligned to the NJSLS and utilize the UBD framework and
are structured around thematic units to support development of critical reading and writing skills.
The programs of study support 25 credits in ELA coursework. In addition to the required grade
specific courses, elective and advanced classes such as Journalism, Creative Writing, Dystopian
Literature, Gothic Studies, Literature by African American Authors, Springboard English
Language Composition Honors, English Literature and Composition Honors, and and Advanced
Placement classes are offered. The high school ELA courses explore various genres of literature,
such as novels, non-fiction texts, short stories, essays, dramas, and poetry. The exploration of
text is designed to provide students with important skills of argumentation and literary analysis
through close readings in historical, genre specific, and other contexts that provide greater
understanding of the author’s work. Students learn the essentials of correct and clear writing.
Students refine their writing skills and learn the Modern Language Association (MLA) style, as
well as, American Psychological Association (APA) of formatting. Organization and study skills
are also addressed. Students will present their writing orally in small groups or to the class at
large. Additional standards-based opportunities for remediation and enrichment were offered to
students during after-school and summer school programs.

11
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Mathematics

The mathematics curricula in grades K-12 are aligned to the NJSLS and utilize the UBD
framework. In grades K-2, students progress through a continuum starting with using numbers to
represent quantities, addition and subtraction, and extending their understanding of a base-ten
system. In grades 3-5, students use multiplication and division strategies, fractions, and
measurement and data, to solve multi-step word problems, refine traditional algorithms, and
extend place value understanding. In addition, students analyze and answer questions regarding
data and compare the properties of two and three-dimensional shapes. In grades 3-7, the district
has partnered with Math Solutions which provides our teachers professional development around
content, mathematical best practices and support of implementation of Math Workshop in
Grades 3 through 6. Additional standards-based opportunities for remediation and enrichment are
offered to students during after school, summer school programs, and Saturday Enrichment
courses. Students in K-5 used Dreambox Learning as a digital platform for intervention during
the math block, for homework, and as part of the after-school program. Our district-wide goal
for this school year is implementation of Number Sense Routines.

Curriculum work in grades 6 and 7 has centered on building a cohesive approach to pre-algebra.
The curricula uses the Big Ideas Math program to support student learning around algebraic
concepts. A 10-week Mathematics Saturday Academy was implemented to provide support for
students in grades 6 through 8. Teachers continue to be provided monthly opportunities to attend
additional professional development as well as receive job-embedded coaching. Students in
Grades 6 through Algebra II use Imagine Learning as a digital platform for intervention during
the math block. This program is also utilized in Saturday Academies for students as well as
after-school programs. The Personal Financial Literacy standards under 21st Century Life and
Career skills have been embedded in Grades 5 through 8.

Students in Algebra I and Algebra II classes are introduced to the fundamental concepts of
descriptive and inferential statistics focusing on the major concepts and tools for collecting,
analyzing, and drawing conclusions from data. Topics include visual representation of data,
measures of central tendency, and measures of dispersion, probability, normal and bi-normal
distribution, estimation and hypothesis testing, chi-square and F-distribution, as well as
correlation and regression analysis. In Calculus, trigonometric and logarithmic functions are
studied. Functions, derivatives and integrals are introduced and applied. Students can also
participate in Advanced Placement Statistics, Advanced Placement Calculus, and Programming
in Java. Additional standards-based opportunities for remediation and enrichment were offered
to students during after school and summer school programs.
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Science

During the 2019-2020 school year, the K-12 science curricula were reviewed and revised for
alignment to the Next Generation Science Standards (NGSS), also referred to as the NJSLS-
Science. At the elementary level, K-5 science classes use the discovery-based, hands-on science
activities in the Full Option Science System/Delta Science Modules (FOSS/DSM) program.
Since 2015, the district has contracted a refurbishing company to manage the K-5 science kits for
a full-fidelity approach to the FOSS curricula. At the middle school level, grades 6-8,
technology-based STEM activities are an integral part of the science curriculum; students utilize
the Discovery Techbook. Students have the opportunity to utilize Chromebooks to research, use
real-time data, and to share findings with one another. Explore Learning Gizmos were purchased
for grades 3-8 students to use online simulations in order to explore science topics beyond the
classroom. At the high school level, Passaic Academy for Science and Engineering continues to
partner with Project Lead the Way (PLTW) to offer advanced, hands-on, Science, Technology,
Engineering, and Mathematics (STEM) courses. Teachers utilize professional learning
communities, to plan and implement common assessments. Additional STEM opportunities for
enrichment were offered to students during Saturday enrichment programs and summer school.

Visual & Performing Arts

The Kindergarten-Grade 12 Visual & Performing Arts curricula programs are aligned to NJSLS
as well as the National Art Standards using the UBD framework. In grades K — 12, all curricula
are aligned to common themes and include project-based learning experiences that promote the
artistic processes of creating, performing, presenting, producing, responding, and connecting.
Visual and Performing Arts opportunities for enrichment and extended learning are offered to
students during the Saturday enrichment programs and summer school. The launch of Modern
Band Program will engage students to connect critical musical elements with high-interest genres
students will develop skills in traditional rock band instruments. The diverse high school
program offers three Advanced Placement courses, one Dual Enrollment course, and a variety of
electives geared at exposing students to the various possibilities to express oneself. Media Arts
and Dance Arts are offered at the Passaic Preparatory Academy as well as Passaic High School
to support the growing interest to offer the five disciplines in the district. The Passaic
Preparatory Academy offers Career and Technical Education programs in Digital Arts, Theatre
Arts, and Music Technology.

Physical Education and Health

The K-12 Comprehensive physical and health education curricula are aligned to the NJSLS using
the UBD framework. The following New Jersey Legislative Statutes related to the health and
well-being of students have been added to the district health curriculum: Consent (N.J.S.A.
18A:35), Mental Health (N.J.S.A. 18A:35-4.39), New Jersey Safe Haven Infant Protection Act
(N.I.S.A. 18A:35-4.40 & 18A:35-4.41), Sexting (N.J.S.A. 18A:35-4.33), and Sexual Abuse and
Assault Awareness and Prevention Education (N.J.S.A 18A:35-4.5a.) Health Waves provides
curricular materials for the instruction of health education in grades K-12. The physical
education curriculum is differentiated across grade bands with an emphasis placed on skill
development during the elementary grades, and a combination of both competitive and lifetime
fitness activities in grades 6-12. Passaic High School provides the sports medicine pathway
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students the opportunity to obtain NASM Personal Training and CPR/AED certifications. The
Passaic Gifted and Talented Academy offers a coaching and leadership elective course for the
physical education strand students, and gymnastics and rock climbing electives for non-physical
education strand students.

Social Studies

The K-12 Social Studies has been revised to align with the New Jersey Student Learning
Standards-Social Studies (NJSLS-SS) and using the UBD framework. In grades K — 8, students
and teachers utilize the Pearson MyWorld program to explore family, community, economics,
culture, government, transportation, innovation, United States History, World History, and New
Jersey state history. In addition, common assessments have been developed that align to NJSLS-
SS, New Jersey Student Learning Standards-English Language Arts (NJSLS-ELA), and
Advanced Placement (AP) standards. The teachers have received training on these changes
through professional development, grade level meetings, and Google classroom. The grades 9 -
12 programs follow the NJDOE requirement that students take United States History 1, United
States History 2, and World History. The curriculum includes project-based learning, emphasis
on improving reading comprehension and writing skills, and common assessments. The high
school program also offers eight AP courses, six Dual Enrollment courses, and seven social
studies related electives. In grades K - 12, Financial Literacy, Social Justice, and LGBTQ
learning opportunities were added to the curriculum. The teachers received training on these
revisions through professional development and grade level / departmental meetings.

Educational Technology

The curriculum developed for K-12 educational technologies are aligned to the New Jersey
Technology Standards (8.1 and 8.2). Students in K-5 are engaged in digital literacy skills
lessons, exploring digital citizenship, and introduced to computer science and computational
thinking. Students in grades 6-8 are engaged in digital literacy skills and also introduced to
computer science more in depth using the Gateway Program with Project Lead the Way. At PHS
and Passaic Academy for Science and Engineering, students can select the Computer Science
pathway, where they engage in Project Lead the Way curriculum with: Computer Science
Essentials, Computer Science Principles (AP), Java in Programming, Cybersecurity, and
Computer Science A (AP).

Bilingual, English as a Second Language (ESL), and World Language Education

The Division of Bilingual/ESL and World Language Education continues to develop, build, and
revise curriculum and programming to support language learning and acquisition across grade
levels. The district ongoing updates of all content area curriculum units include support for
teachers of students identified as English Language Learners (ELLs). In addition, when adopting
a new curriculum or revising a current curriculum, specific attention is given to the content,
materials, and assessments necessary to provide access to the content learning for ELLs.
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The division works across grade levels and content areas to identify additional learning
opportunities for students to support language acquisition. In addition to summer programs
traditionally offered for at-risk students, opportunities for English language development,
remediation, and enrichment were offered to all ELLs during after school and summer school
programs.

Professional development was provided across the district to support language acquisition.
Teachers of ELLs received professional development and coaching on Teaching for Biliteracys;
reading and writing workshop for ELLs; Sheltered English Instruction; oral development,
reading, and writing strategies for all language learners.

A Dual Language program was implemented in eight kindergarten classrooms at four schools as
one of our full-time bilingual programs to develop language proficiency and literacy in English
and Spanish Languages. A Two-Way Dual language approach was implemented in one of the
schools, integrating native English speakers and Spanish native speakers for academic content
instruction through both English and Spanish. Through our Bilingual and Dual Language
programs, we promote bilingualism and biliteracy, grade-level academic achievement and cross-
cultural competence in all students. Students maintain their native language while adding another
language, and they develop pride in their own culture and identity.

Specific attention is given to identify programs that support and celebrate biliteracy. English
Language Learners continued participating in Project Adelante, a Kean University pre-college
program designed to reduce the high school dropout rate of Latino students, increase their
academic skills and encourage young students to pursue higher education. In addition, students
demonstrating academic proficiency are encouraged to participate in AP Spanish courses. In
2020, 116 students participated in the OPIc (oral), WPT (writing), and STAMP language
assessments and were identified as eligible to receive the Seal of Biliteracy. By continuing to
produce Biliterate students and promoting that accomplishment, Passaic Public Schools sends a
clear message that multilingualism and cultural diversity is an asset to society. Ultimately
earning the Seal of Biliteracy affords graduating students an additional opportunity to earn
college credits in post-secondary education.

Passaic Public Schools was identified as a Bilingual State Model Program for School years 2020-
2022 for the second time as the first recognition period ended with the school year 2019-2020.

Special Education

Our Special Education programs and services adapt content, teaching methodology, and delivery
of instruction to meet the appropriate needs of students who may have a disability due to
physical, sensory, emotional, communication, cognitive, or social difficulties.

The Division of Special Education ensures a community of care and support for students by
providing a coherent system of social support services, extracurricular activities, and
accommodations to meet the range of learning needs.
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The Division of Special Education utilizes a scaffolding and differentiation of instruction
approach to assure all its students have access to the NJSLS across all content areas. The
division continues to expand the use of READ 180, and System 44 as primary interventions. In
addition, the Division of Special Education has partnered with Children’s Literacy Initiative
(CLI) to provide curriculum development support, professional development, and coaching
around the literacy block to support learning for the LLD MM Kindergarten through grade 5
students.

In addition, the Autistic and Intellectually Disabilities programs include instruction in transition
skills offering students the opportunity to learn a variety of skills to transition to post-secondary
experiences successfully. This instruction specifically addresses the needs of individual learners
and encompasses the following: Community Based Instruction for general knowledge, social and
recreational purposes, career exploration through Structured Learning Experiences, functional
academics in the areas of reading, writing, math, daily living skills, social skills, health and
safety, as well as decision making, and self-advocacy skills.

An Extended school year (ESY) program, beyond the regular school year, is provided to
qualifying students with a disability in accordance with their IEP. Additional learning
opportunities for remediation and enrichment are extended to students with disabilities during
after school, Saturday and summer school programs.

Extended Learning Opportunities

In 2019-2020, Passaic Public Schools offered extended learning opportunities for students,
which included before school homework support, after school academic support, Saturday
learning enrichment and academic activities, and extensive summer programming.

Professional Development

In 2019-2020, Passaic Public Schools invested in significant professional development across
grade levels and content areas. Professional development activities provided the following
opportunities: walkthroughs, outside consultants with expertise in identified areas brought to the
district curriculum committees, data-based instructional workshops, programmatic workshops,
mentoring for novice teachers, workshops on instructional best-practices, and vertical and
horizontal articulation meetings. The district continued its partnership with the Children’s
Literacy Initiative, an organization focused on supporting the instructional practice of teachers in
primary grades. As noted above, the district has developed a comprehensive relationship with
Math Solutions in order to provide coaching and other professional learning opportunities to
teachers of math across the district. This district has increased its investment in the relationship
with Math Solutions in order to support teacher learning as a means to improving student
achievement in mathematics. Over 7,000 hours of independent online professional learning was
completed utilizing our Passaic weLearn platform and workshops offered on the Educational
Impact digital platform. Professional development such as Instructional Rounds and on-site
workshops utilize experts from outside the district, while the district also invests in district
personnel such as Teacher Coaches and Instructional Chairpersons to support teacher practice.
After the transition to online teaching in March, the district focused significant time and energy
on the effective use of digital resources. Teachers participated in hundreds of hours of
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professional learning focused on Google Suite applications as the district prepared for the
potential of being in a remote learning environment for an extended period of time.

College Preparation, High School Pathways, Early College

The district is committed to building a college-going culture and expanding opportunities for
students to work toward career certifications. Such preparation begins with the Advancement Via
Individual Determination (AVID) program for students in grades 6-12. The AVID curriculum is
designed to teach skills and behaviors to support academic success and is used across the middle
and high school grades. School leaders and teachers attend annual training for the AVID
program, and the district provides ongoing support for the curriculum implementation.

In 2017-2018, the district increased the number of Advanced Placement courses and dual-credit
college courses offered at the high school. This has included a significant investment in training
teachers to develop curriculum and improve instructional practices. It resulted in a significant
change in the high school schedule, to allow for more students to have increased access to
courses specifically designed to increase college attainment for Passaic High School students.

Over the last five years, the district has built pathways of study that include partnerships with
colleges and universities, including Passaic County Community College, Bergen County
College, Fairleigh Dickinson University, Kean University, Ramapo University, and William
Paterson University. Through the partnerships, students are provided with opportunities to
participate in dual enrollment courses eligible for college credit.

In 2018-2019, all three high schools utilized programs of study aligned to the “Twelve Career
Ready Practices” defined by the NJDOE, as well as the Personal Financial Literacy Standards,
Career Awareness, Exploration, and Preparation Standards, and the Standards for Career and
Technical Education.

In 2019-2020, the curriculum has been aligned to provide pathways of study to direct students
toward specific learning experiences, and NJDOE approved CTE coursework (noted below by
the *). Further, the curriculum in all eleven CTE programs reflects industry needs and is aligned
to post-secondary academic requirements.

Passaic High School offers ten pathways: Radio and Television*, Graphic Design*, National
Academies Foundation Finance*, Computer Programming*, Automotive Technology, Building
Trades, Criminal Justice, Education, NJROTC, and Sports Medicine.

- Passaic Academy for Science and Engineering offers five pathways: Lab
Sciences/Biotechnology*, Biomedical Science*, Aerospace Engineering*, Computer and
Information Systems Security*, and Data Analytics.

Passaic Preparatory Academy offers seven pathways: Music Technology*, Drama &
Dramatics/Theatre Arts*, Digital Art Animation*, Journalism, Piano Arts, Studio Arts, and Legal
Studies.
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Focus on Community

The Passaic Public Schools is determined and motivated to increase parental involvement
district-wide. Various workshops and classes were strategically planned and conducted to help
parents assist their children succeed academically and socially. There are lending libraries for
parents to take out books for their enjoyment and to read to their children daily.

Parent Orientation meetings were held at the beginning of the school year introducing the
administrative team and staff. Title I Workshops were held to inform parents of their right to be
involved with their child’s education. Curriculum learning workshops were held to inform
parents of the curriculum for Pre-Kindergarten through Twelfth grade. A variety of workshops
engaged parents’ participation on the importance of student attendance, anti-bullying, drug
prevention and awareness, health and wellness, parenting skills, and child development classes
with an expert from each category establishing hands-on participation from the parents during
the presentation. Basic and intermediate computer classes were offered to teach parents how to
navigate technology to help their children.

An informational field trip was planned to visit Passaic County Community College to prepare
parents in furthering their child’s education. A Free Application for Federal Student Aid
(FAFSA) workshop offered parents information on scholarships for their college bound child.
District-wide Family Literacy Night event and Bilingual Education and English as a Second
Language workshop were held informing parents in grades Kindergarten through Twelfth on an
overview of the district’s programs. The workshop began with an overview of the program and
ended with grade level break-out sessions with hands-on strategies on how to help their children
and what they are learning on a daily basis in school. Parents had the opportunity to participate in
a Parent Book Club where they engaged in discussions on books their children have read
throughout the school year. There was also a Saturday Parent Academy where the following
classes were offered: ESL, Computer, Literacy workshop, and Math workshop.

Parents also participated in various commemorative events throughout the year such as: Hispanic
Heritage Month, Honor Roll Assembly, Holiday Concert, Black History Month and Health Fairs
where they would get a chance to meet and celebrate the accomplishments attained with other
parents. An annual holiday event hosted by Passaic Lions Club was attended by many Passaic
families. District-wide orientation meetings were held to introduce and inform all parents of the
new academies that opened in September 2018. The Dominican Consulate Meritorious Award
Event was held in New York City, to honor selected students and their families for outstanding
student achievement.
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Focus on Technology and Testing

In 2019-2020, the district continued to invest in its network infrastructure, security, and faculty
and students devices. Some of the items procured and installed include a new core switch and
firewall at the secondary datacenter at Prep/Science, over 100 teacher HP laptops, 220
Chromebooks and 36 Promethean interactive boards. In addition to providing access to online
learning platforms, these devices facilitate online assessments, including the Measure of
Academic Progress (MAP), STAR Reading Assessment, and the New Jersey Student Learning
assessment, or NJSLA. By increasing the number of devices available to students, the district
moves closer to its goal of achieving a one to one ratio and providing a state-of-the-art learning
environment for our students.

Instructional Management System

The district’s Instructional Management system is SchoolNet, which allows the user to sign-in
through Power School. Through the PowerSchool integration, SchoolNet houses district
assessments, standardized scores, classifications, resources, and historical data. Through this
digital platform, teachers have access to immediate feedback on in-class student assessments, as
well as results on state assessments.

Assessment

Across the district, assessment is used to provide formative and summative data to support the
development of a strong system of teaching and learning. District formative assessments provide
feedback to both our teachers and students on the student's learning and developmental progress.
District summative assessments provide information for parents on their child's progress, and for
teachers on students' instructional needs. The Passaic Public Schools' assessments are now online
and students take their assessments in SchoolNet. The district conducts benchmarking and
online benchmark assessments in Language Arts, Math, and Social Studies.

Data-driven decision making is being provided through Measures of Academic Progress (MAP)
Reading and Math testing in grades K-2, MAP Science in grades 3-8, STAR Reading and Math
in grades 3-12, Language Gains in grades 9-12, Collections, Everyday Mathematics, and
benchmark assessments.

In addition, through a partnership with the Center for Education Policy Research Strategic Data
Project at Harvard University, the district has invested in identifying how to build and analyze
data critical to understanding student progress and success. During the 2019-2020 school year,
the district used the findings to implement a graduation planner that will allow building leaders
and students to track the amount and type of credits completed and what requirements are still
needed in order to graduate.
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Facility Operations

Positive, Accountable, Conscientious and Efficient Operations

High standards for Facility and Operations require the dedication and motivation of all team
members. We operate under a system called P.A.C.E., summarizing our Facilities Department’s
ethos: Positive, Accountable, Conscientious, and Efficient. Our motto as a department is to “do
it right the first time.” Training, dedication, a passion for service, and supportive management
are all key elements to maintaining the high quality of services for our students, team members,
and community-at-large.

Facilities Capital and Maintenance Improvements

Well-managed facilities help to create optimal conditions for our children to achieve academic
excellence. To help attain our vision to become one of the best school systems in New Jersey, we
focus our efforts on providing a safe, secure, clean and positive learning environment for all of
our school community. Timely maintenance, accountability systems, a high level of customer
support and service combined with a carefully planned reinvestment into our facilities,
equipment, and systems, help to ensure that the primary focus of our instructional team is on
teaching and learning. The long-term reinvestment in our facilities, along with the construction
of new school buildings, help to provide all of Passaic’s students with the most modern,
technologically advanced learning environment available.

Current Conditions Require Clean, Safe, and Healthy Facilities

Like all of the districts around the nation, we have been faced with the challenge of operating our
buildings to the highest standards of cleanliness, and safety. Equipment and supplies that ensure
the proper cleaning and sanitary conditions necessary for our district to operate in a class, or
hybrid environment are essential. Increased ventilation, scheduled changing and cleaning of
filters, air purifiers, continual updating of HVAC systems is the standard protocol. Equipment,
PPE, supplies and process to maintain clean sanitary conditions require the continued
commitment and focus of everyone on our team.

Long Range Facilities Planning

Passaic Public Schools is actively focused on our district’s Long Range Facilities Plan (LRFP)
which is to be updated 2020-2021. Systems and planning reports like our Comprehensive
Maintenance Plan (CMP) help to address our comprehensive long range approach to managing
facilities.

The district continues to grow:

e Construction at the new Sonia Sotomayor School 21, was completed during the 2018-
2019 school year and opened early in July 2019.

e Four (4) new schools presently under construction at Dayton Avenue will be opening by
September 2022.
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During the 2019-2020 school year, the following projects, improvements and repairs were
completed by the district, either by team members or our contracted vendors:

School 1

The installation of a new recreational playspace and parking space project is undertaken, with
completion slated by end of 2020. New stairwell door system installed on all floors. Fire panel
replacement, windows refurbished on third floor, roof repairs, playground repairs, and sidewalk
repairs.

School 3

Gym lighting, ceiling and painting, LED lighting upgrade, tree removal, roof repairs, and
exterior lighting improvements.

School 5

Painted cafeteria, HVAC - replaced compressor, classroom window repairs, front door
replacement, upgrades to vestibule lighting, and replacement of auditorium floor.

School 54

Gutter repair and replacement, HVAC repair work conducted in the gym, classroom and
cafeteria, painted cafeteria.

School 6

Power washed exterior, painted cafeteria, painted auditorium, painted hallways, HVAC repairs,
installed lockers, teachers lounge improvements.

School 7

Roof repair, paint cafeteria, LED lighting in multi-purpose room, HVAC repairs, painted
hallways, repair boilers, security entrance door upgrade and landscaping improvements.

School 8

Gym ceiling, LED lighting and painting done. HVAC repairs conducted in the cafeteria. Painted
interior spaces, repaired windows, and fence. Upgraded fire panel, intercom system and
upgraded exhaust fans in kitchen.

School 84

Upgraded heating ventilation system, stairwell had resistant treads installed, bathroom repairs
undertaken and cafeteria area modification made for use.
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School 9

New roof installed. Hallway lighting upgrades made. Sewer repairs and upgrades made. Painted
hallways, bathrooms, and cafeteria. Upgraded art room lighting and ceiling tiles. Work
conducted in the gym teachers’ office and storage area in addition to landscaping and arbor care.

School 94

Repairs ceilings in kitchen, painted hallways, replaced side panels in front entrance, upgraded
lighting, and fire panel repairs. Storage area in the kitchen improved.

School 10

Remodeling of Auditorium, including new HVAC, lighting, and sound. Improvements to interior
and exterior of the cafeteria/gym annex building include kitchen and cafeteria flooring, gym
flooring, and painting. Exterior wall and gutter replacement, landscaping and arbor care.
Resealed entrance to boiler room.

School 104
Replaced the HVAC System, repainted the gym and repaired the roof.
School 11

Replaced the floor in 10 classrooms, ceiling work done in both gyms, roof repaired, new fire
panel system installed, refinished both gym floors, HVAC improvements in main office,
auditorium wall repair, upgraded auditorium lighting. Drain cleaning and repairs.

PHS

Gym lighting upgrade in main gym, Yard work - Landscaping and drain cleaning,Fencing and
security gate, Guidance suite HVAC, Painted GS and Drop Ceilings, Security door enhancement,
Boiler Repairs, HVAC repairs, Upgrade exterior lighting on Paulison and replace fencing.

School 15

Playground repair, sidewalk replacement and ramp replacements. Door replacement in the front
osf school. Multi-purpose room on the second floor received new VCT tiles. HVAC repairs,
elevator repairs, window repairs. Carpet areas in classrooms removed and replaced with VCT.

School 154

Drain Repair, upgraded lighting in the gym, roof repair, new office space, intercom system
upgrade, and office electrical upgrade.
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School 16

Classroom ceilings, painting, glasswork, gutter replacement, bathroom repairs, powerwash
exterior. :

School 19

Gym sanding and refinishing of floor, cafeteria floor and painting. Cleaning of ceiling acoustical
panels. Fire panel repairs, hallway painting, security booth lighting, front entrance lighting,
garage door replacement, drain maintenance, wall repairs, landscaping, and playground repair.
School 20

Constructed a music room. Gym flooring, wall panels on third floor, upgraded ballast in gym,
upgraded stage lighting, window replacement, door work, conversion of small instruction spaces
to larger classroom.

School 21

HVAC control improvements, drain work, elevator repairs, lock replacements, and fence repairs.
Passaic Academy for Science and Engineering

Creation of new Art Studio. Construction of new Biogen Lab. Completion of Makerspace Lab.
Additional classroom and improvements. Roof replacement. Library work, with ceiling tiles and
roof repairs. HVAC repairs.

Passaic Preparatory Academy

Improvements to all science labs, include electrical and plumbing work. HVAC repairs in
cafeteria, elevators repairs, bathroom conversion, sidewalk replacement, painting, fence repairs,
water remediation, window safety upgrades. Improvements to office ceilings, floors, lighting,
and painting, Locker room improvements, railing and painting,.

Stadium

Project to replace track, replace scoreboards, and other improvements is undertaken. HVAC Unit
upgrades, tile work and toilet repair, changed all locks, landscaping and arbor care, as well as
field turf maintenance. Drain cleaning, repairs. Concrete and painting.

Administration Building

Lock replacement, electrical work for installation of TV’s and copy machines. Installed
dispensers in bathrooms and made improvements to hot water tanks for kitchen sinks.
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Randolph Street Warehouse
Increase in storage area. Overhead door repair, burglar alarm system improvements.
Leased Facilities

The district has a considerable shortage of classrooms that necessitates the ongoing rental of the
following school facilities:

School No. 5

School No. 5 Annex

School No. 8 Annex

School No. 9 Annex (identified as School 24 through June 2019)
School No. 10 Annex

School No. 15 Annex

School No. 16

The district also leases for storage, and facilities operation purposes the “Randolph Street
Warehouse” which is the center for the Facilities Office operation.

*The district continued to utilize the following temporary classroom units (TCUs) Eleven (11)
units at School No.1 and Four (4) units at School No. 10 through 2019. 12 of the 15 TCUs were
decommissioned at the end of the 2018-2019 school year. Two (2) of the TCU’s are located at
the Randolph Street property for storage and office purposes. The district conducted demolition
of those TCUs in July 2019, and is now developing those two sites to expand parking and
outdoor play-space for the school district.

ECONOMIC CONDITIONS AND OUTLOOK

State Aid Revenues

The district receives 91% of its general fund operating revenues from the State of New Jersey.
This support comes primarily from the School Funding Reform Act of 2008 (SFRA) formula aid.
SFRA is driven by enrollment that is reported in the annual Application for State School Aid
(ASSA) and pupil transportation as reported annually in the District Report of Transported
Students Report (DRTRS).

Local Revenues

The second-largest source of the school district operating revenues is local revenues, with the
property tax levy being the primary local revenue source. The City of Passaic maintained the
same level of property tax levy (general fund) in fiscal year 2019-20 as in fiscal year 2018-19.

Other components of the local revenues are interest income, tuition, prior year refunds, and other
miscellaneous revenues.
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E-rate Reimbursements

The district continues to seek increases in its revenue through E-rate reimbursements. The
Schools and Libraries Program of the Universal Service Fund, commonly known as "E-Rate," is
administered by the Universal Service Administrative Company (USAC) under the direction of
the Federal Communications Commission (FCC) and provides discounts to assist most schools
and libraries in the United States to obtain affordable telecommunications and Internet access.

Special Education Medicaid Initiative

The district maximizes its effort in generating revenue from the federally sponsored Special
Education Medicaid Initiative (SEMI). SEMI provides reimbursement to the district for services
provided to students who are receiving qualified special education services and who are also
Medicaid eligible.

Federal Revenues

Federal revenues to support the budget are identified in the Special Revenue Funds. These
Special Revenue Funds consist of grant resources that are restricted for the purpose of the
granting institution. Every Student Succeeds Act (ESSA) grant is the largest federally funded
special revenue grant available to the Passaic Public Schools.

The second-largest federally funded grant is the Individuals with Disabilities Education Act
(IDEA). The district uses these IDEA funds to supplement its general fund special education
programs. The Board of Education has attempted to maximize these funds in its ongoing effort
to efficiently educate its student constituency.

Economic Development in the City of Passaic

An investment in the community is required to improve the quality of life for the citizenry.
Quality-of-life factors include an improved lifestyle, recreation, employment opportunities,
commercial and industrial growth, and well-planned full municipal services to address the needs
of its constituency.

Strengths of Passaic include a diverse population, an abundant and eager workforce, and an
accessible highway system. The Passaic Public Schools has positioned itself to provide a
marketable well-trained workforce with the necessary skills and opportunities to compete in a
global market while meeting current workforce demands.

Portions of the City of Passaic are part of the Urban Enterprise Zone that carries a reduced New

Jersey sales tax rate as an incentive to economic growth. These portions have a Sales Tax rate of
3.3125%, as compared to the full sales tax rate of 6.625%.
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INTERNAL ACCOUNTING CONTROLS

Management of the Passaic Public Schools is responsible for establishing and maintaining an
internal control structure designed to ensure that the assets of the district are protected from loss,
theft, or misuse. District management is also responsible for ensuring that adequate accounting
data is compiled to allow for the preparation of the Financial Statements in conformity with
generally accepted accounting principles (GAAP). The internal control structure is designed to
provide reasonable 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 these costs and benefits requires estimates and judgments by
management.

As a recipient of federal and state awards, the district is also 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 to periodic
evaluation by the management of the school district.

BUDGETARY CONTROLS

In addition to internal accounting controls, the district maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in
the annual appropriated budget approved by the voters of the City of Passaic. Annual
appropriated budgets are adopted for the General Fund, the Special Revenue Fund, and the Debt
Service Fund. Project-length budgets are approved for capital improvements 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 re-
appropriations of fund balance in a subsequent year. Those amounts to be re-appropriated are
reported as reservations of fund balance on June 30, 2019.

The New Jersey Department of Education has prescribed forms and formats for the presentation
of the annual school budget. The Passaic Board of Education adheres to Department of
Education requirements, guidelines, and directives for budget development, presentation, and
adoption.

DEBT ADMINISTRATION

As of June 30, 2020, the district had no outstanding general obligation bonds included in
outstanding debt.

CASH MANAGEMENT & INVESTMENTS

The investment policy of the district is guided in large part by state statute. The district follows
the statute which requires it to deposit public funds in public depositories protected from loss
under the provision of the Governmental Unit Deposit Protection Act (“GUDPA”). GUDPA was
enacted in 1970 to protect Governmental Units from a loss of funds on deposit with failed
banking institutions. The law requires governmental units to deposit public funds only in public
depositories located in New Jersey where the funds are secured in accordance with the account.
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RISK MANAGEMENT

The Passaic Board of Education carries various forms of insurance. In 2019-2020, the District
awarded its property and casualty insurance to the Fairview Insurance Agency, Verona, New
Jersey that includes coverages for: general liability, automobile liability and
comprehensive/collision, hazard and theft insurance on property and contents, and fidelity bonds.

Fairview Insurance Agency was also awarded a contract as the broker of record for employee
benefits insurances. The Passaic Board of Education provides employee insurances in
accordance with collective bargaining agreements and individual contracts for medical,
prescription drugs, dental, optical, and disability programs. The statistical section includes a
schedule that outlines the types and amounts of coverage.

The Passaic Board of Education maintains a self-insured, reinsured workers compensation
program with Bergen Risk Managers, Inc. serving as the third-party administrator.

OTHER INFORMATION

State statutes require an annual audit by independent certified public accountants or registered
municipal accountants. The accounting firm of Lerch, Vinci & Higgins LLP, Fair Lawn, New
Jersey was selected by the Passaic Board of Education to conduct the audit. In addition to
meeting the requirements set forth in state statutes, the audit was designed to meet the
requirements of the U.S. Uniform Guidance and New Jersey OMB Circular 15-08. The
independent auditor’s report on the financial statements and combining and individual fund
statements and schedules is included in the Financial Section of this report. The independent
auditor’s reports, related specifically to the single audit, are included in the Single Audit Section
of this report.

CONTACT INFORMATION

The website for the Passaic Public Schools is www.passaicschools.org. The email address for
Pablo Mufioz, Superintendent of Schools, is pmunoz@passaicschools.org. The email address for
R. Aaron Bowman, Interim School Business Administrator, is rbowman(@passaicschools.org.

ACKNOWLEDGEMENTS

We would like to thank the members of the Passaic Board of Education for their concern in
providing fiscal accountability to the citizens and taxpayers of the school district. The Passaic
Board of Education has contributed its full support to the development and maintenance of its
district financial operations.
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Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Passaic Public Schools, as of and for the fiscal
year ended June 30, 2020 and the related notes to the financial statements, which collectively comprise the Board of
Education’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 statemerits that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

17-17 ROUTE 208 « FAIR LAWN, NJ 07410 + TELBPHONE (201) 791-7100+ FACSIMILE (201) 791-3035
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Passaic Public Schools as of June 30, 2020, and the respective changes in
financial position and, where applicable, cash flows thereof for the fiscal year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information -

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

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

The introductory section, financial schedules and statistical section have not been subjected to the auditing

procedures applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 29, 2021 on our
consideration of the Passaic Public Schools’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Passaic Public
Schools’ 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 Passaic Public Schools’ internal
control over financial reporting and compliance.
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LERCH, VINCI & HIG! S,LLP
Certified Public Accountants

Public School Accountants
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Gary J{ Vinci

Public School Accountant
PSA Number CS00829

Fair Lawn, New Jersey
January 29, 2021
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Passaic Public Schools

Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

This section of Passaic Public Schools’ Comprehensive Annual Financial Report presents our
discussion and analysis of the District’s financial performance during the fiscal year ending
June 30, 2020. This Management’s Discussion and Analysis (MD&A) is intended as a report on
the overall status of the school District’s financial health. Please read it in conjunction with the
transmittal letter of Passaic Public Schools’ Superintendent of Schools and the School Business
Administrator, found at the front of this report, and the District’s basic financial statements and
notes, which immediately follow this section.

Certain comparative information between the current year (2019-20) and the prior year (2018-
19) is required to be presented in the MD&A.

FINANCIAL HIGHLIGHTS

The Financial Highlights section of the MD&A reflects (1) significant improvements concerning
2019-20 operations and (2) key financial information.

Significant Improvement

Significant areas of improvement, indicating a healthy financial condition for the 2019-20 year,
are listed herein:

e Net Position of the District’s Governmental Activities increased by $65,802,369 from
June 30, 2019 through June 30, 2020. Net position of the Governmental Activities was
$354,113,097 as compared with the prior year adjusted balance of $288,310,728.

e The General Fund ended the 2019-20 fiscal year with an unassigned budgetary basis fund
balance of $9,762,120.

e The District appropriated $34,678,194 of fund balance and reserves for budget support of
the 2020-21 school year.
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Passaic Public Schools

Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of the annual report consists of five parts: (1) Independent Auditor’s
Report, (2) Management’s Discussion and Analysis (this section), (3) Financial Statements and
Notes, (4) Budgetary Comparison Schedules, (5) Individual Fund Schedules.

The financial statements include two kinds of statements that present different views of the
Passaic Public Schools. These statements are organized so the reader can understand the Passaic
Board of Education as a financial whole, or as an entire reporting entity.

e The basic financial statements, Statement of Net Position and Statement of
Activities, are district-wide financial statements that provide information on both
short-term and long-term overall financial status, as well as the activities of the
entire school district.

o The remaining statements are fund financial statements that focus on individual parts of
the Passaic Public Schools, reporting the District’s operation in more detail than the
district-wide statements.

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

» Proprietary funds statements offer short-term and long-term financial
information about the activities the Passaic Public Schools operate like a
business.

» Fiduciary funds statements provide information about the financial
relationships in which the District’s act solely as a trustee or agent for the
benefit of others to whom the resources belong.

The financial statements also include notes that explain some of the information in the statements
and provide more detailed data. The major features of the Passaic Public Schools’ financial
statements, including the portion of the District’s activities they cover and the types of
information they contain are summarized below. The remainder of this overview section of
Management’s Discussion and Analysis highlights the structure and contents of each of the
statements.
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Passaic Public Schools

Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

Major Features of the District-Wide and Fund Financial Statements

Fund Financial Statements

District-wide Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire District (except fiduciary
funds)

The activities of the District that
are not proprietary or fiduciary,
such as Regular and Special
Education Instruction and
Building Maintenance

Activities the District
operates similar to private
businesses: Enterprise Fund

Instances in which the
District administers
resources held in trust, such
as Scholarship, Payroll,
Agency, and Student
Activity

Required Financial
Statements

Statement of Net Position
Statement of Activities

Balance Sheet

Statement of Revenues,
Expenditures, and Changes in
Fund Balance

Statement of Net Position
Statement of Revenues,
Expenses, and Changes in
Net Position

Statement of Cash Flows

Statements of Fiduciary
Net Position, Statement of
Changes in Fiduciary Net
Position

Accounting Basis and
Measurement Focus

Accrual accounting and
economic resource focus

Modified accrual accouting and
current financial focus

Accrual accounting and
economic resource focus

Accrual accounting and
economic resource focus

Type of asset/deferred
inflows/outflows of
resources/Liability
Information

All assets, deferred
inflows/outflows of resources,
and liabilities, both financial and
capital, long-term and short-term

Generally assets and deferred
outflows of resources expected to
be used up and liabilities and
deferred inflows of resources that
come due during the year or soon
thereafter; no capital assets or
long-term liabilities included

All assets, deferred
inflows/outflows of
resources and liabilities,
both financial and capital,
and short-term and long-
term

All assets, deferred
inflows/outflows of
resources, and liabilities,
both short-term and long-
term funds do not currently
contain capital assets

Type of Inflow/Outflow
Information

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

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

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

All additions and
deductions during the year,
regardless of when cash is
received or paid.
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Passaic Public Schools

Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

District-wide Statements

The district-wide statements report information about the Passaic Public Schools as a whole
using the accrual method of accounting similar to the accounting system used by most private-
sector companies. The Statement of Net Position includes all of the District’s assets, deferred
inflows and outflows of resources, and liabilities. All of the current year’s revenue and expenses
are accounted for in the Statement of Activities, regardless of when cash is received or paid.

The two district-wide statements report the Passaic Public Schools’ net position and how it has
changed. Net position, the difference between the District’s assets and deferred outflows of
resources and liabilities and deferred inflows of resources, is one way to measure the District’s
financial health or position.

e Over time, increases or decreases in the District’s net position is an indicator of whether
its financial position is improving or deteriorating, respectively.

e To assess the overall health of the District, one needs to consider additional non-financial
factors such as changes in the District’s property tax base, educational mandates and the
condition of school buildings and other facilities.

In the district-wide financial statements, the District’s activities are shown as:

o  Governmental activities- Most of the District’s basic services are included here, such as

regular and special education, transportation, building services, administration, and

community education. Property taxes and state aids finance most of these activities.

e Business-type activities-The District charges fees to customers to help it cover the costs
of certain services it provides. The District’s Food Service Fund is included here.

Fund Financial Statements

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

¢ Some funds are required by State law and by bond covenants.
e The District uses other funds, established in accordance with the State of New Jersey
Uniform Chart of Accounts, to control and manage money for particular purposes (e.g.

repaying its long-term debts) or to show that it is properly using certain revenues (e.g.
federal funds).
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Passaic Public Schools

Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

The District has three funds categories:

Governmental funds- Most of the Passaic Public Schools’ basic services are included in
governmental funds, which generally focus on (1) cash and other financial assets that can
readily be converted to cash flow (2) the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual
accounting. Consequently, the governmental funds statements provide a detailed short-
term view that helps to determine whether there are more or fewer financial resources
that can be spent in the near future to finance the District’s programs. Because this
information does not encompass the additional long-term focus of the district-wide
statements, we provide additional information at the bottom of the governmental funds
statements that reconcile the relationship (or differences) between them.

Proprietary funds- Services for which the District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the district-wide
statements.

Fiduciary funds — The District is the trustee, or fiduciary, for assets that belong to others.
The District is responsible for ensuring that the assets reported in these funds are used
only for their intended purposes and by those to whom the assets belong. All of the
District’s fiduciary activities are reported in a separate Statement of Agency Fund Net
Position. We exclude these activities from the district-wide financial statements because
the District cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE PASSAIC PUBLIC SCHOOLS AS A WHOLE

Net Position

The District’s net position for governmental activities was $354,113,097 at June 30, 2020 as
compared with $288,310,728 on June 30, 2019 (as adjusted). Net position of the governmental
activities increased by $65,802,369 from June 30, 2019 through June 30, 2020. Also noteworthy
is the District’s commitment of funds to restricted reserves: $20,628,814 in Maintenance
Reserve, $13,458,144 for Capital Projects and $1,000,000 in Emergency Reserve Funds.
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Passaic Public Schools
Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020
The District’s financial position is the product of these factors:
e Total revenues in 2019-2020 for Governmental Activities were $442,719,288 an increase
of $13,855,590 (3.2%) when compared with 2018-19.
e Governmental activities expenditures in 2019-20 were $376,773,443, a decrease of
$2,402,033 (-.6%) over 2018-19 governmental expenditures.
The following are comparative schedules of revenues and expenditures from governmental

activities.

%

$ Change Change
REVENUES June 30,2020  June 30, 2019 ) 2020
Program Revenues
Operating Grants and Contributions $ 120431397 § 129,999,021 §  (9,567,624) -7.4%
Charges for Services 437,610 429,767 7,843 1.8%
Capital Grants and Contributions 70,242,083 51,218,490 19,023,593 37.1%
General Revenues
Property Taxes 16,818,577 16,818,577 - 0.0%
State and Federal Aid Formula Grants 232,993,119 228,303,830 4,689,289 2.1%
Other 1,796,502 2,094,013 (297,511) -14.2%
Total Revenues and Other Items 442,719,288 428,863,698 13,855,590 ﬁ%
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Passaic Public Schools
Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020
Change in Net Position

For The Fiscal Years Ended June 30, 2020 and 2019

$ Change  +/ Change +/

EXPENDITURES June 30, 2020 June 30. 2019 () 2020
Instruction
Regular 153,800,221 150,254,025 3,546,196 2.4%
Special Education 62,205,979 60,092,306 2,113,673 3.5%
Other Instruction 35,483,254 37,117,664 (1,634,410) -4.4%
Support Services -
Student and Instruction Related Services 59,432,658 64,372,016 (4,939,358) -7.7%
General Administrative Services 2,848,080 2,926,799 (78,719) -2.7%
School Administrative Services 19,115,617 19,159,768 (44,151) -0.2%
Plant Operations and Maintenance 29,817,545 29,522,229 295,316 1.0%
Pupil Transportation 7,230,882 7,965,299 (734,417) -9.2%
Business and Other Support Services 6,606,085 7,362,012 (755,927) -10.3%
Interest on Long-Term Debt 233,122 403,358 (170,236) -42.2%
Total Expenditures 376,773,443 379,175,476 (2,402,033) -0.6%

Changes in Net Position

A summary comparison of changes in net position-governmental activities for the 2019-20 and
2018-19 school years reflects net position of the Governmental Activities were $354,113,097 as
compared with $288,310,728 in the prior year. This is an increase of $65,802,369 (22.8%) from
June 30, 2019 through June 30, 2020. The increase is largely attributable to the acquisition of
capital assets financed by the NJ Schools Development Authority.

Summary Change in Net Position-Governmental Activities
For The Fiscal Years Ended June 30, 2019 and 2018

2019-20 2018-19 $ Increase +/- Change /-
Revenues $ 442,719,288 $ 428,863,698 $ 13,855,590 3.2%
Expenses (Including Loss on Capital Assets) 376,916,919 379,175,476 (2,258,557) -0.6%
Net Increase (Decrease) in Net Position 65,802,369 49,688,222 16,114,147 32.4%
Net Position Beginning of Year, as adjusted 288,310,728 238,622,506 49,688,222 20.8%
Net Position End of Year 354,113,097 288,310,728 65,802,369 22.8%
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Management’s Discussion and Analysis
Fiscal Year Ended June 30, 2020

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS
GOVERNMENTAL FUNDS

The focus of the District’s governmental funds is to provide information on the inflows,
outflows, and balances of the District’s spendable resources. In particular, unassigned fund
balance may serve as a useful measure of the District’s net resources available for spending at
year-end.

GENERAL FUND

The General Fund includes the primary operations of the District in providing educational
services to students from prekindergarten through grade 12, including instruction, instructional
support, student support, administration, operations and maintenance, pupil transportation
activities and capital outlay projects.

General Fund Revenues

In the 2019-20 school year the major source of general fund revenues comes from state sources
(state aid) which accounted for 93.5% of total revenues. Federal sources accounted for .3% of
total revenues. Local revenues accounted for 6.2% of general fund revenues. The District’s local
tax levy remained flat at $16,818,577. The revenue summary below reflects the dollar and
percent increase from the prior year.

2019-20 2018-19
% of % of Amount of
June 30, 2020 Revenue June 30,2019 Revenue  Increase/(Decrease)

Local Sources

Property Tax Levy $ 16,818,577 5.4% $ 16,818,577 5.6% $ -

Interest 1,120,263 0.4% 1,186,711 0.4% (66,448)
Miscellaneous 1,113,849 0.4% 1,337,069 0.5% (223,220)
Total Local Sources 19,052,689 6.2% 19,342,357 6.5% (289,668)
State Sources 289,884,437 93.5% 281,641,087 93.2% 8,243,350
Federal Sources 1,076,742 0.3% 1,228,531 0.3% (151,789)
Total General Fund Revenues $ 310,013,868  100.0% $ 302,211,975 100.0% § 7,801,893
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General Fund Expenditures

The following schedule presents a summary of General Fund expenditures. The summary
reflects the dollar and percent increases from the prior year.

Total General Fund expenditures increased $7,560,161 or 2.5% from the previous year.

Summary of General Fund Expenditures

Increase Percent
June 30, 2020 June 30, 2019 {Decrease) Increase
Instruction
Regular Instruction ‘ 114,483,174 108,073,195 6,409,979 5.9%
Special Education Instruction 54,030,670 51,300,335 2,730,335 5.3%
Other Instruction 31,873,136 31,776,937 96,199 0.3%
Support Services
Student & Instruction Related Svcs 44,271,019 47,056,156 (2,785,137) -5.9%
School Administrative Services 2,638,033 16,640,502 (14,002,469) -84.1%
General Administrative Services 17,606,967 2,594,336 15,012,631 578.7%
Plant Operations and Maintenance 29,135,691 27,908,420 1,227,271 4.4%
Pupil Transportation 7,223,216 7,926,127 (702,911) -8.9%
Business and Other Support Services 6,392,454 6,728,665 (336,211) -5.0%
Debt Service 2,599,857 2,610,001 (10,144) -0.4%
Capital Outlay 738,703 818,085 (79,382) 9.7%
Total General Fund Expenditares 310,992,920 303,432,759 7,560,161 g_i%

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

Student and instruction related service expense include the activities involved with assisting staff
with the content and process of teaching students, including curriculum, staff development, and
guidance. :

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

Plant operations and maintenance involve keeping the school grounds, buildings, and equipment
in good working condition.
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Pupil transportation includes activities involved with the conveyance of students to and from
school activities.

Debt service involves transactions associated with payment of interest related to District debt.

Appropriated Fund Balance

The District completed the 2019-20 school year with an unassigned budgetary basis Fund
Balance of $9,762,120. It is the intent of District administration to preserve these funds for use
in the 2020-21 school year. Below is a recapitulation of the District’s General Fund balance
(budgetary basis) at June 30, 2020:

Summary of General Fund - Fund Balance at June 30, 2020

Restricted:
Capital Reserve 1,278,321
Capital Reserve Designated for Subsequent Year's
Budget 7,047,654
Maintenance Reserve 13,284,814
Maintenance Reserve Designated for Subsequent
Year's Budget 7,344,000
Emergency Reserve 1,000,000
Committed:
Encumbrances 1,125,976
_Assigned:
Designated in Subsequent Year's Budget 20,286,540
Encumbrances 306,820
Unassigned 9,762,120
TOTAL $ 61,436,245

The District appropriated $34,678,194 of fund balance to support 2020-21 operations.

Delayed State Payment

The New Jersey Department of Education advised the Board of Education that the final two state
aid payments for all New J ersey School Districts would be delayed until July following the close
of the fiscal year. This was a result of a funding crisis and remedies enacted by the State
Legislature. The District did not need to borrow monies to support its cash flows.
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UNRESERVED -UNASSIGNED FUND BALANCE AS A PERCENTAGE OF EXPENDITURES

The following table shows the General Fund unreserved-undesignated fund balance as a
percentage of expenditures. In June 2001, Districts were limited to reserve no more than a
maximum of 2.0% of its general fund expenditures as unreserved-unassigned fund balance.
Impacting the fund balance for the fiscal years ended June 30, 2020 and June 30, 2019 on a
GAAP basis was delayed state aid payments for June. These payments are made by the State in
July of the subsequent fiscal year.

On a GAAP basis, the unreserved-unassigned fund deficit is $21,525,274 (Exhibit B-1). On a
budgetary basis, the unreserved-unassigned fund balance is $9,762,120 (Exhibit C-1).

2020 2019 2018 2017 2016 2015 2014
General Fund
Unreserved-Undesignated
Fund Balance $ (21,525,274) $ (21,306,523) $ (20,423,800) $ (20,088,682) $ (18,885,181) $ (19,028,317) $ (18,461,285)
% of Increase/(Decrease) -1% -4% 2% -6% 1% -3% -3%
Expenditures 310,992,920 303,432,759 291,050,519 282,080,280 281,307,284 269,873,996 275,335,267
% Increase/(Decrease) 2.5% 4.3% 3.2% 0.3% 4.2% -2.0% -1.8%

The District values its fund balances as a vehicle for addressing unbudgeted and emergent needs
that occur during school year.
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SPECIAL REVENUE FUND

The Special Revenue Fund includes all restricted Federal, State and Local sources utilized in the
operations of the District in providing services to students.

Special Revenue Fund (GAAP Basis) activities for the fiscal years ended June 30, 2020 and 2019
were as follows:

Increase % Increase
June 30, 2020 June 30, 2019 (Decrease) (Decrease)

REVENUES
State Sources 3 28,556,140 $ 29,924,323 $ (1,368,183) -4.6%
Federal Sources 15,670,378 15,655,843 14,535 0.1%
Miscellaneous 11,863 5,866 5,997 102.2%
Total Revenues 44,238,381 45,586,032 (1,347,651) -3.0%
EXPENDITURES
Instruction 24,969,852 24,476,005 493,847 2.0%
Support Services 13,772,544 13,788,674 (16,130) -0.1%
Capital Outlay 88,660 70,630 18,030 25.5%
Total Expenditures 38,831,056 38,335,309 495,747 1.3%
Excess of Revenues Over Expenditures 5,407,325 7,250,723 (1,843,398) -25.4%
OTHER FINANCING SOURCES/(USES)
Transfers In 3,057,699 1,754,937 1,302,762 74.2%
Transfers Out (8,465,024) (9,005,660) 540,636 -6.0%
Total Other Financing Sources and Uses (5,407,325) (7,250,723) 1,843,398 -25.4%

Net Change in Fund Balance - - -

Fund Balance Beginning of Year - - -

Fund Balance End of Year - - .

CAPITAL PROJECTS FUND

The Capital Projects Fund expenditures totaled $74,925,183 for the fiscal year ended June 30,
2020. Expenditures were comprised of on-behalf payments by the New Jersey Schools
Development Authority of $70,242,083 and District expenditures of $4,683,100. On-behalf
payments by the New Jersey Schools Development Authority of $51,218,490 and District
payments of $3,856,990 comprised the Fund’s expenditures for the fiscal year ended June 30,
20109.
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OTHER MAJOR FUNDS
The Food Service Fund operations in 2019-20 resulted in an ending net position of $3,176,553.
This compares with an ending balance of $3,263,166 at the end of the 2018-19 school year. The
change in net position was a loss of $86,613.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2020, the District recorded the investment of $430,514,030 in a broad range of
capital assets, including school buildings, athletic facilities, computer and audio-visual
equipment, and administrative offices. Included are capital assets that were not being
depreciated: land $1,753,991 and construction in progress $267,091,787. (Capital Assets—
Governmental Activities schedule below.) More detailed information about capital assets can be
found in Note 4 to the financial statements. Total depreciation expenses for the year were
$9,645,576.

(Note #4 to the Basic Financial Statements-~-Capital Assets)

Balance, Balance, $ Increase % Increase/
June 30, 2020 June 30, 2019 (Decrease) (Decrease)

Land (Not Depreciated) $ 1,753,991 $ 1,753,991 % -
Construction in Progress (INot Depreciated) 267,091,787 195,194,824 71,896,963
Buildings ‘ 265,052,628 261,953,367 3,099,261
Land Improvements 4,630,605 4,628,386 2,219
Machinery and Equipment 17,725,815 16,648,042 1,077,773
Subtotal 556,254,826 480,178,610 76,076,216
Less: Depreciation (125,740,796)  (116,985,462) (8,755,334)
Net Value of Assets $ 430,514,030 $ 363,193,148 $ 67,320,882

Long-Term Liabilities

The District had $8,103,031 as a liability for compensated absences in the governmental funds.
This liability represents the District’s contractual obligation to compensate employees for
accumulated unused sick leave entitlements upon retirement.

More detailed information about the District’s long-term liabilities is presented in Note 4 to the
financial statements.
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Long Term Liabilities
for the Fiscal Years Ended June 30, 2020 and 2019

Total Total

Balance, Balance, Dollar Percent
Governmental Activity ' June 30, 2020 June 30, 2019 Change Change
Net Pension Liability 78,463,692 87,260,444 (8,796,752) -10.1% -
Unfunded Pension Obligations 2,493,221 4,817,794 (2,324,573) -48.2%
Claims and Judgements 2,100,663 ¢ 2,491,721 (391,058) -15.7%
Compensated Absences 8,103,031 6,103,493 1,999,538 32.8%
TOTAL $ 91,160,607 $ 100,673,452 § (9,512,845) 9.4%

FACTORS BEARING ON THE DISTRICT’S FUTURE
The factors bearing on the fiscal future of the Passaic Public Schools are tied to:

The economic health of the State of New Jersey and Federal government.

Fiscal reform initiatives of the New Jersey State government.

School Funding Reform Act of 2008 (SFRA) — Award of State Aid .

Revenue generation—Use of grant funding and other opportunities to supplement
programs, positions and services

Modification of programs and operations to adjust to changing financial conditions
Collective bargaining with employee unions

Spiraling special education costs

Capital improvements and maintenance

Compliance activities required by state and federal governments

O Charter schools enrollment of District residents

aalb ol S

Se®PNow

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the District’s School Business Administrator, Passaic
Public Schools, 663 Main Avenue, Passaic, New Jersey 07055.

Telephone: 973 859-1320 x5241
Fax: 973 470-7694
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EXHIBIT A-1

PASSAIC PUBLIC SCHOOLS
STATEMENT OF NET POSITION
AS OF JUNE 30, 2020

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 47,982,545 1,124,300 $ 49,106,845
Receivables, net 7,924,677 3,821,731 11,746,408
Inventory 145,726 145,726
Internal Balances 523,235 (523,235) -
Other Assets 100,640 100,640
Capital Assets
Not Being Depreciated 268,845,778 268,845,778
Being Depreciated, net 161,668,252 673,925 162,342,177
Total Assets 487,045,127 5,242,447 492,287,574
DEFERRED OUTFLOWS OF RESOURCES
Deferred Amounts on Net Pension Liability 11,112,126 - 11,112,126
Total Deferred Outflows of Resources 11,112,126 - 11,112,126
Total Assets and Deferred
Outflows of Resources 498,157,253 5,242,447 503,399,700
LIABILITIES
Accounts Payable and Other Current Liabilities 18,253,260 1,730,418 19,983,678
Accrued Salaries and Wages 734,403 178,380 912,783
Accrued Interest Payable 45,235 45,235
Unearned Revenue 887,305 887,305
Claims and Judgments Payable 1,375,109 1,375,109
Noncurrent Liabilities
Due Within One Year 2,881,221 2,881,221
Due Beyond One Year 88,279,386 86,007 88,365,393
Total Liabilities 112,455,919 1,994,805 114,450,724
DEFERRED INFLOWS OF RESOURCES
Deferred Amounts on Net Pension Liability 31,588,237 31,588,237
Deferred Commodities Revenue - 71,089 71,089
Total Deferred Inflows of Resources 31,588,237 71,089 31,659,326
Total Liabilities and Deferred
Inflows of Resources 144,044,156 2,065,894 146,110,050
NET POSITION
Net Investment in Capital Assets 430,514,030 673,925 431,187,955
Restricted for:
Capital Projects 13,458,144 13,458,144
Other Purposes 21,628,814 21,628,814 -
Unrestricted (111,487,891) 2,502,628 (108,985,263)
Total Net Position $ 354,113,097 $ 3,176,553 $ 357,289,650

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

Governmental Activities:
Instruction:
Regular
Special Education
Other Instruction
Support Services:
Student and Instruction Related Services
General Administration Services
School Administration Services
Plant Operations and Maintenance
Pupil Transportation
Business and Other Support Services
Interest and Other Charges on Long-Term Debt

Total Governmental Activities

Business-Type Activities:
Food Service

Total Business-Type Activities

Total Primary Government

PASSAIC PUBLIC SCHOOLS
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Program Revenues

Net (Expense) Revenue and

Changes in Net Position

EXHIBIT A-2

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total
$ 153,800,221 $§ 216,057 § 45,849,824 § 69,885,572 (37,848,768) 3 (37,848,768)
62,205,979 221,553 34,878,159 (27,106,267) (27,106,267)
35,483,254 10,874,283 (24,608,971) (24,608,971)
59,432,658 15,092,143 (44,340,515) (44,340,515)
2,848,080 354,868 (2,493,212) (2,493,212)
19,115,617 4,187,207 (14,928,410) (14,928,410)
29,817,545 6,971,094 356,511 (22,489,940) (22,489,940)
7,230,882 2,030,655 (5,200,227) (5,200,227)
6,606,085 193,164 (6,412,921) (6,412,921)
233,122 - - (233,122) - (233,122)
376,773,443 437,610 120,431,397 70,242,083 (185,662,353) - (185,662,353)
11,894,188 55,129 11,763,849 - $ (75,210) (75,210)
11,894,188 55,129 11,763,849 - - (75,210) (75,210)
$ 388667631 3 492739 $§ 132,195246 $ 70,242,083 (185,662,353) (75,210) (185,737,563)
General Revenues:
Property Taxes
General Purposes 16,818,577 16,818,577
Federal and State Aid - Unrestricted 224,528,095 224,528,095
Federal and State Aid -Restricted 8,465,024 8,465,024
Investment Earnings 1,120,263 41,365 1,161,628
Miscellaneous Income 676,239 676,239
Special Items:
Loss on Disposal of Capital Assets (143,476) (52,768) (196,244)
Total General Revenues and Special Items 251,464,722 (11,403) 251,453,319
Change in Net Position 65,802,369 (86,613) 65,715,756
Net Position, Beginning of Year 286,953,340 3,263,166 290,216,506
Prior Year Adjustment - Capital Assets 1,357,388 - 1,357,388
Net Position, End of Year 354,113,097 § 3,176,553 $ 357,289,650

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




FUND FINANCIAL STATEMENTS




ASSETS
Cash and Cash Equivalents
Receivables From Other Governments
Other Receivables
Due From Other Funds
Other Assets

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable and Other Liabilities
Accrued Salaries and Wages
Claims and Judgements Payable
Payable to State and Federal Government
Due to Other Funds
Unearned Revenue

Total Liabilities

Fund Balances
Restricted
Capital Reserve
Capital Reserve - Designated for
Subsequent Years Budget
Maintenance Reserve
Maintenance Reserve - Designated for
Subsequent Years Budget
Emergency Reserve
Capital Projects
Committed
Encumbrances
Assigned

Designated for Subsequent Years Budget

Encumbrances
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

EXHIBIT B-1

PASSAIC PUBLIC SCHOOLS
GOVERNMENTAL FUNDS
BALANCE SHEET
AS OF JUNE 30, 2020
Special Capital
General Revenue ' Praojects
Fund Fund Fund Total
$ 42,777,970 $ 5,204,575 3 47,982,545
1,247,647 $ 6,528,452 7,776,099
145,964 145,964
3,562,310 3,562,310
100,640 - - 100,640
$ 47,834,531 $ 6,528,452 $ 5,204,575 3 59,567,558
$ 15,581,199 $ 1,838,701 $ 72,406 $ 17,492,306
729,372 5,031 734,403
1,375,109 1,375,109
760,954 760,954
3,036,461 3,036,461
- 887,305 - 887,305
17,685,680 6,528,452 72,406 24,286,538
1,278,321 1,278,321
7,047,654 7,047,654
13,284,814 13,284,814
7,344,000 7,344,000
1,000,000 1,000,000
5,132,169 5,132,169
1,125,976 1,125,976
20,286,540 20,286,540
306,820 306,820
(21,525,274) - - (21,525,274)
30,148,851 - 5,132,169 35,281,020
$ 47,834,531 $ 6,528,452 $ 5,204,575
Amounts reported for governmental activities in the statement of
net position (A-1) are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. The cost of the assets is
$556,254,826 and the accumulated depreciation is $125,740,796. 430,514,030
The District has outstanding liabilities for unfunded pension obligations.
The interest accrual at year end is : (45,235)

Long-term liabilities are not due and payable in the current period
and therefore are not reported as liabilities in the funds. The detail
of this can be found in Note 2 in the Notes to Financial Statements

Net Position of Governmental Activities (Exhibit A-1)

The accompanying Notes to the Financial Statements are an integral part of this statement
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PASSAIC PUBLIC SCHOOLS
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

REVENUES

Local Sources
Property Tax Levy
Tuition
Interest
Rentals
Miscellaneous

Total - Local Sources -

State Sources
Federal Sources

Total Revenues

EXPENDITURES
Current
Instruction
Regular Instruction
Special Education Instruction
Other Instruction
Support Services
Student and Instruction Related Services
General Administrative Services
School Administrative Services
Plant Operations and Maintenance
Pupil Transportation
Business and Other Support Services
Debt Service
Principal
Interest and Other Charges
Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues Over
(Under) Expenditures

OTHER FINANCING SOURCES (USES)
Transfers In

Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance, Beginning of Year

Fund Balance, End of Year

EXHIBIT B-2

Special Capital
General Revenue Projects
Fund Fund Fund Total
16,818,577 $ 16,818,577
437,610 437,610
1,120,263 1,120,263
2,775 2,775
673,464 $ 11,863 - 685,327
19,052,689 11,863 - 19,064,552
289,884,437 28,556,140 § 70,242,083 388,682,660
1,076,742 15,670,378 - 16,747,120
310,013,868 44,238,381 70,242,083 424,494,332
114,483,174 20,647,841 135,131,015
54,030,670 4,322,011 58,352,681
31,873,136 31,873,136
44,271,019 13,770,327 58,041,346
2,638,033 2,638,033
17,606,967 17,606,967
29,135,691 29,135,691
7,223,216 2,217 7,225,433
6,392,454 6,392,454
2,324,573 2,324,573
275,284 275,284
738,703 88,660 74,925,183 75,752,546
310,992,920 38,831,056 74,925,183 424,749,159
(979,052) 5,407,325 (4,683,100) (254,827)
8,465,024 3,057,699 5,421,000 16,943,723
(8,478,699) (8,465,024) - (16,943,723)
(13,675) (5,407,325) 5,421,000 -
(992,727) - 737,900 (254,827)
31,141,578 - 4,394,269 35,535,847
30,148,851 § - 5 5,132,169 § 35,281,020

The accompanying Notes to the Financial Statements are an integraé_)gart of this statement




EXHIBIT B-3

PASSAIC PUBLIC SCHOOLS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Total Net Change in Fund Balances - Governmental Funds (Exhibit B-2) $ (254,827)

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

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

Capital Outlay $ 75,752,546
Depreciation Expense (9,645,576)
66,106,970
Loss on Disposal of Capital Assets (143,476)
Repayment of debt 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.
Early Retirement Pension Obligation 2,324,573
In the statement of activities, interest on long-term debt in the statement of activities is'accrued,
regardless of when due. In the governmental funds, interest is reported when due. 42,162
In the statement of activities, certain operating expenses, e.g., compensated absences, claims adjustments
and net pension liabilities 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).
Compensated Absences (1,999,538)
Claims and Judgements 391,058
Net Pension Liability Expense - Public Employees' Retirement System (664,553)
(2,273,033)
Change in Net Position of Governmental Activities (Exhibit A-2) $ 65,802,369

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



EXHIBIT B-4

PASSAIC PUBLIC SCHOOLS
PROPRIETARY FUND
FOOD SERVICE ENTERPRISE FUND
STATEMENT OF NET POSITION

AS OF JUNE 30, 2020
ASSETS
Current Assets
Cash and Cash Equivalents $ 1,124,300
Intergovernmental Receivable
State 24,996
Federal 3,796,735
Accounts Receivable
Inventories : 145,726
Total Current Assets 5,091,757
Capital Assets
Equipment 1,957,705
Less: Accumulated Depreciation . (1,283,780)
Total Capital Assets, Net 673,925
Total Assets 5,765,682
LIABILITIES
Current Liabilities .
Accounts Payable 1,730,418
Accrued Salaries and Benefits 178,380
Due to Other Funds 523,235
Total Current Liabilities 2,432,033
Noncurrent Liabilities
Compensated Absences Payable 86,007
Total Liabilities 2,518,040
DEFERRED INFLOWS OF RESOURCES
Deferred Commodities Revenue 71,089
Total Deferred Inflows of Resources | 71,089
Total Liabilities and Deferred Inflows of Resources 2,589,129
NET POSITION
Investment in Capital Assets 673,925
Unrestricted 2,502,628
Total Net Position $ 3,176,553

The accompanying Notes to the Financial Statements are an integral part of this statement
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FOOD SERVICE ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

OPERATING REVENUES
Charges for Services
Daily Sales-Non-Reimbursable Programs
Other

Total Operating Revenues

OPERATING EXPENSES
Salaries and Wages
Employee Benefits
Cost of Sales
Supplies and Materials
Cleaning, Repairs and Maintenance
Travel
Other Purchased Services
Miscellaneous
Depreciation

Total Operating Expenses

Operating (Loss)

NONOPERATING REVENUES (EXPENSES)
State Sources
School Lunch Program
Federal Sources
School Breakfast Program
National School Lunch Program
Food Distribution Program (USDA Commaodities)
After School Snack Program
Summer Food Service Program
Fresh Fruits and Vegetables Program (FFVP)
Loss on Disposal of Capital Assets
Interest Revenue

Total Nonoperating Revenues

Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

Auditor's Note - Financial information regarding the District's Fixed Price Contract is detailed on Exhibit G-2.

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

PASSAIC PUBLIC SCHOOLS
PROPRIETARY FUND

CHANGES IN NET POSITION

. 60

EXHIBIT B-5

$ 20,118
35,011

55,129

3,036,745
1,432,509
6,694,285
269,188
323,040
2,800
44,486
5,356
85,779

11,894,188

(11,839,059)

95,349

2,206,327
4,477,021
422,729
215,608
4,096,670
250,145

(52,768)
41,365

11,752,446

(86,613)

3,263,166

$ 3,176,553




EXHIBIT B-6
PASSAIC PUBLIC SCHOOLS
PROPRIETARY FUND
FOOD SERVICE ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Customers $ 74,687

Cash Payments for Employees’ Salaries and Benefits (4,612,409)

Cash Payments to Suppliers for Goods and Services (5,905,717)
Net Cash Provided by (Used for) Operating Activities (10,443,439)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received (Payments) to Other Funds 39,530
Cash Received from FFVP Grant Program 237,799
Cash Received from After School Snack Program 282,240
Cash Received from Summer Food Program 358,807
Cash Received from State and Federal Subsidy Reimbursements 8,915,254

Net Cash Provided by Noncapital Financing Activities 9,833,630

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES

Acquisition of Capital Assets (217,320)

Net Cash (Used for) Capital Financing Activities (217,320)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on Investments 41,365
Net Cash Provided by Investing Activities 41,365
Net Change in Cash and Cash Equivalents (785,764)
Cash and Cash Equivalents, Beginning of Year 1,910,064
Cash and Cash Equivalents, End of Year v $ . 1,124,300

RECONCILIATION OF OPERATING (LOSS) TO NET CASH
PROVIDED (USED) FOR OPERATING ACTIVITIES
Operating (Loss) 3 (11,839,059)
Adjustments to Reconcile Operating (Loss) to
Net Cash Provided (Used) for Operating Activities

Depreciation 85,779
USDA Commodities 422,729
Change in Assets, Liabilities and Deferred Inflows of Resources
Increase/(Decrease) in Accounts Payable 989,298
Increase /(Decrease) in Accrued Salaries and Benefits (165,320)
Increase/(Decrease) in Deferred Commodities Revenue 39,267
Increase/(Decrease) in Compensated Absences 22,165
(Increase)/Decrease in Accounts Receivable 19,558
(Increase)/Decrease in Inventory (17,856)
Total Adjustments 1,395,620
Net Cash Provided by (Used for) for Operating Activities $ (10,443,439)

Non-Cash Financing Activities:
Fair Value of Food Distribution Program Commodities Received $ 461,996

The accompanying Notes to the Financial Statements are an integral part of this statement
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ASSETS
Cash and Cash Equivalents

Total Assets

LIABILITIES
Payroll Deductions and Withholdings
Accrued Salaries
Due to Student Groups
Employee Deposits Payable
Due to Other Funds

Total Liabilities

NET POSITION
Reserved For Scholarships

PASSAIC PUBLIC SCHOOLS
FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET POSITION
AS OF JUNE 30, 2020

Scholarship Fund

EXHIBIT B-7

Agency Fund

$

23,060

2,205,955 -

23,060

2,205,955

1,933,425 7
6,950 -
218,211~
44,755 °
2,614 -

23,060

The accompanying Notes to the Financial Statements are an integral part of this statement
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

ADDITIONS
Contributions/Donations
Interest Income

Total Additions

DEDUCTIONS
Scholarships Awarded

Total Deductions

Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

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

PASSAIC PUBLIC SCHOOLS
FIDUCIARY FUNDS
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EXHIBIT B-8

Scholarship Fund

$ 17,350
285

17,635

17615

17,615

20

23,040

s 23,060
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PASSAIC PUBLIC SCHOOLS

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Passaic Public Schools (the “Board” or the “District”) is an instrumentality of the State of New Jersey, established to
function as an education institution. The Board consists of nine elected officials and is responsible for the fiscal control of
the District. A Superintendent of Schools is appointed by the Board and is responsible for the administrative control of the
District. A School Business Administrator/Board Secretary is also appointed by the Board and oversees the business
functions of the District. Under existing statutes, the Board's duties and powers include, but are not limited to, the
development -and adoption of a school program; the establishment, organization and operation of schools; and the
acquisition, maintenance and disposition of school property. The Board currently operates a Pre-Kindergarten through grade
twelve (12) school district.

The Board also has broad financial responsibilities, including the approval of the annual budget and the establishment of a
system of accounting and budgetary controls. The Superintendent of Schools is the Chief Administrative Officer of the
District who is responsible for general supervision of all schools, planning and operational functions of the District. The
School Business Administrator/Board Secretary is the Chief Financial Officer and is responsible for budgeting, financial
accounting and reporting and reports through the Superintendent to the Board.

The reporting entity is composed of the primary government, component units, and other organizations that are included to
ensure 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 Passaic Public Schools this includes
general operations, food service and student related activities of the District. '

Component units are legally separate organizations for which the District is financially accountable. The District is
financially accountable for an organization if the District appoints a voting majority of the organization’s governing board
and (1) the District is able to significantly influence the programs or services performed or provided by the organization; or
(2) the District is legally entitled to or can otherwise access the organization’s resources; the District is legally obligated or
has otherwise assumed the responsibility to finance the deficits of, or provide financial support to, the organization; or the
District is obligated for the debt of the organization. Component units may also include organizations that are fiscally
dependent on the District in that the District approves the budget, the issuance of debt or the levying of taxes. Based on the
foregoing criteria, the District has no component units. Furthermore, the District is not includable in any other reporting
entity as a component unit.

B. New Accounting Standaljds

For fiscal year 2020, there were no GASB statements required to be adopted and implemented by the District.

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

* GASB No. 84, Fiduciary Activities, implementation postponed will be effective beginning with the fiscal year
ending June 30, 2021. The objective of this Statement is to improve guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities should be reported. This
Statement established criteria for identifying fiduciary activities of all state and local governments.
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PASSAIC PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. New Accounting Standards (Continued)

GASB No. 87, Leases, implementation postponed will be effective beginning with the fiscal year ending June 30,
2022. The objective of this Statement is to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This Statement increases the usefulness of
governments’ financial statements by requiring recognition of certain lease assets and liabilities for leases that
previously were classified as operating leases and recognized as inflows of resources or outflows of resources based
on the payment provisions of the contract.

GASB No. 89, Accounting for Interest Costs Incurred Before the End of a Construction Period, implementation
postponed will be effective beginning with the fiscal year ending June 30, 2022. The objectives of this Statement is
to improve financial reporting by providing users of financial statements with more relevant information about
capital assets and the cost of borrowing for a reporting period. The resulting information also will enhance the
comparability of information about capital assets and the cost of borrowing for a reporting period for both
governmental activities and business-type activities.

GASB No. 92, Omnibus 2020, implementation postponed will be effective beginning with the fiscal year ending
June 30, 2022 except requirements related to GASB No. 87 and Implementation Guide No. 2019-3 are effective
upon issuance. The objective of this Statement is to enhance comparability in the application of accounting and
financial reporting requirements and to improve the consistency of authoritative literature by addressing practice
issues that have been identified during implementation and application of certain GASB Statements. This Statement

addresses a variety of topics.

GASB No. 96, Subscription — Based Information Technology Arrangements, will be effective beginning with the
fiscal year ending June 30, 2023. The objective of this Statement will be to improve financial reporting by
establishing a definition for subscription-based information technology arrangements (SBITAs) and providing
uniform guidance for accounting and financial reporting for transactions that meet that definition. That definition
and uniform guidance will result in greater consistency in practice. Establishing the capitalization criteria for
implementation costs also will reduce diversity and improve comparability in financial reporting by governments.
This Statement also will enhance the relevance and reliability or a government’s financial statements by requiring a
government to report a subscription asset and subscription liability for a SBITA and to disclose essential information
about the arrangement. The disclosures will allow users to understand the scale and important aspects of a
government’s SBITA activities and evaluate a government’s obligations and assets resulting from SBITAs.

GASB No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue
Code Section 457 Deferred Compensation Plans — An Amendment of GASB Statements No. 14 and No.84, and a
Supersession of GASB Statement No. 32, the section that maybe applicable to the District will be effective beginning
with the fiscal year ending June 30, 2022. The objective of this Statement is to provide more consistent financial
reporting of defined contribution pension plans, defined contribution OPEB plans, and other employee benefit plans,
while mitigating the costs associated with reporting those plans. The requirements also will enhance the relevance,
consistency, and comparability of (1) the information related to Section 457 plans that meet the definition of a
pension plan and the benefits provided through those plans and (2) investment information for all Section 457 plans.
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PASSAIC PUBLIC SCHOOLS

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Presentation - Financial Statements

The financial statements include both district-wide financial statements (based on the District as a whole) and fund financial
statements (based on specific District activities or objectives). Both the district-wide and fund financial statements
categorize activities as either governmental activities or business-type activities. While separate district-wide and fund
financial statements are presented, they are interrelated. In the district-wide financial statements, the governmental activities
column incorporates data from governmental funds while business-type activities incorporate data from the District’s
enterprise funds. Fiduciary funds are excluded from the district-wide financial statements.

District-Wide Financial Statements

The district-wide financial statements (i.e., the statement of net position and the statement of activities) report information on
all of the nonfiduciary activities of the Board of Education. All fiduciary activities are reported only in the fund financial
statements. For the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by property taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support. In the statement of net position,
both the governmental and business-type activities columns (a) are presented on a consolidated basis by column, and (b)
reflect on a full accrual economic resource basis, which incorporates long-term assets and receivables as well as long-term
debt and obligations.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program
revenues include 1) charges to customers or other governmental entities, including other school districts, who purchase, use,
or directly benefit from goods or services provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Property taxes, unrestricted
state aid, federal and state grants for school-based budgeting and other items not properly included among program revenues
are reported instead as general revenues.

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

to this general rule are charges between the Board’s proprietary and fiduciary funds since elimination of these charges would
distort the direct costs and program revenues reported for the various functions concerned.

Fund Financial Statements

Separate fund financial statements are provided for governmental, proprietary, and fiduciary activities, even though the latter
are excluded from the district-wide financial statements. The emphasis of fund financial statements is on major individual
governmental and enterprise funds, each reported as separate columns in the fund financial statements. All remaining
governmental and enterprise funds are aggregated and reported as nonmajor funds. The District considers all of its
governmental and enterprise funds to be major funds.

The District reports the following major governmental funds:

The general fund is the School District’s primary operating fund. It accounts for all financial resources of the
District, except those to be accounted for in another fund.
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PASSAIC PUBLIC SCHOOLS

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Presentation - Financial Statements (Continued)

Fund Financial Statements (Continued)

The special revenue fund accounts for the proceeds of specific revenue sources legally restricted to expenditures for
specified purposes. This fund accounts for federal, state and local financial programs, with the exception of grants
for major capital projects and the child nutrition programs.

The capital projects fund accounts for the proceeds from the sale of bonds, lease purchases and other revenues used
for the acquisition or construction of capital facilities and other capital assets, other than those financed by the
proprietary funds.

The District reports the following major proprietary fund which is organized to be self-supporting through user charges:

The food service fund accounts for the activities of the school cafeteria, which provides food service to students as
well as a la carte and catering services for administrators, teachers and special events.

Additionally, the District reports the following fund types:

The fiduciary trust funds are used to account for resources legally held in trust for private donations for scholarship
awards. All resources of the funds, including any earnings on invested resources, may be used to support the
intended purpose. There is no requirement that any portion of these resources be preserved as capital.

The fiduciary agency funds account for assets held by the District as an agent for student activities and for payroll
deductions and withholdings. The funds for the student activities fund are solely for noninstructional student
activities that are supported and controlled by student organizations and clubs for which school administration does
not have management involvement. The payroll funds are held to remit employee withholdings to respective state,
federal and other agencies.

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year
are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or “advances to/from other
funds” (i.e., the non-current portion of interfund loans). All other outstanding balances between funds are reported as “due
to/from other funds”. Any residual balances outstanding between the governmental activities and business-type activities are
reported in the district-wide financial statements as “internal balances”.

Reclassifications

Certain amounts presented in the prior year data may have been reclassified in order to be consistent with the current
year’s presentation.

-D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of
accounting. Measurement focus indicates the type of resources being measured such as current financial resources or
economic resources. The basis of accounting indicates the timing of transactions or events for recognition in the financial
statements.
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PASSAIC PUBLIC SCHOOLS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Measurement Focus and Basis of Accounting (Continued)

The district-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund financial statements with the exception of the agency fund which
does not have a measurement focus. All assets, all liabilities and all deferred outflows/inflows of resources associated with
these operations (with the exception of the fiduciary funds) are included on the Statement of Net Position. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized when susceptible to accrual (i.e. when they are both
measurable and available). Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the Board considers revenues to be available
if they are collected within 60 days after year-end. Expenditures are recorded when a liability is incurred, as under accrual
basis of accounting, with the exception of debt service expenditures as well as expenditures related to compensated absences
and claims and judgments which are recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt and acquisitions under capital leases are reported as other
financing sources.

Property taxes, tuition, unrestricted state aid, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Entitlements (formula-type
grants and aid) are recorded as revenues when all eligibility requirements are met, including any time requirements, and the -
amount is received during the period or within the availability period for this revenue source. Expenditure-driven grants and
similar awards (reimbursement-type grants and awards) are recognized as revenue when the qualifying expenditures have
been incurred and all other eligibility requirements imposed by the grantor or provider have been met, and the amount is
received during the period or within the availability period for this revenue source. All other revenue items are considered to
be measurable and available only when cash is received by the District.

When both restricted and unrestricted resources are available for use, it is the Board’s policy to use restricted resources first,
then unrestricted resources as they are needed.

E. Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance

1. Cash, Cash Equivalents and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term investments with original
maturities of three months or less from the date of acquisition.

Investments are reported at fair value and are limited by N.J.S.A. 18A:20-37.
2. Receivables

All receivables are reported at their gross value, and where appropriate, are reduced by the estimated portion that is expected
to be uncollectible.

3. Inventories

The cost of inventories of the governmental fund types are recorded as expenditures at the time individual inventory items
are purchased.

Food Service Fund inventories, exclusive of the federal commodities, are valued at cost, using the first-in first-out (FIFO)
method and consist of food and expendable supplies. The cost of such inventories is recorded as expenses when consumed
rather than when purchased. The United States Department of Agriculture (USDA) commodity portion of the Food Service
Fund inventory consists of food donated by the USDA. It is valued at estimated market prices by the USDA. The amount of
unused commodities inventory at year-end is reported as deferred inflows of resources.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

4. Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable governmental or business-type
activities columns in the district-wide financial statements. Capital assets are defined by the Board as assets with an initial,
individual cost of $2,000 and an estimated useful life in excess of two years. The District was able to estimate the historical
cost for the initial reporting of these capital assets through back trending. As the District constructs or acquires additional
capital assets each period, they are capitalized and reported at historical cost. Donated capital assets are recorded at
acquisition value at the date of donation. The costs of normal maintenance and repairs that do not add to the value of the
‘asset or materially extend its useful life are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets of business-type activities is included as part of the capitalized value of the assets
constructed.

Land and construction in progress are not depreciated. The other property, plant, and equipment of the District is
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Land Improvements 20
Buildings and Building Improvements _ 20-40
Machinery and Equipment : 5-20

5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to future periods and so will not be recognized as an outflow of resources (expense/expenditure) until
then. The Board has one item which arises only under the accrual basis of accounting that qualifies for reporting in this
category. The item that qualifies for reporting in this category is the deferred amounts on net pension liability. Deferred
amounts on net pension liability are reported in the district-wide statement of net position and result from: (1) differences
between expected and actual experience; (2) changes in assumptions; (3) net difference between projected and actual
investment earnings on pension plan investments; (4) changes in proportion and differences between employer contributions
and proportionate share of contributions; and (5) contributions made subsequent to the measurement date. These amounts
are deferred and amortized over future years.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net position
that applies to future periods and so will not be recognized as an inflow of resources (revenue) until that time. The Board
has two types of items which arise only under the accrual basis of accounting that qualify for reporting in this category. One
item that qualifies for reporting in this category are the deferred amounts on net pension liability. Deferred amounts on net
pension liability are reported in the district-wide statement of net position and result from: (1) differences between expected
and actual experience; (2) changes in assumptions; (3) net difference between projected and actual investment earnings on
pension plan investments; and (4) changes in proportion and differences between employer contributions and proportionate
share of contributions. These amounts are deferred and amortized over future years. The other item is the deferred
commodities revenue, reported in both the district-wide and the proprietary funds statements of net position. The deferred
commodities revenue represents the estimated market value of the donated and unused Federal commodities inventory at
year end. This amount is deferred and recognized as an inflow of resources in the period the commodities are consumed.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

6. Compensated Absences

It is the District’s policy to permit employees to accumulate (with certain restrictions) earned but unused personal and sick
leave benefits. A long-term liability of accumulated personal, sick leave and salary related payments has been recorded in
the governmental activities in the district-wide financial statements, representing the Board’s commitment to fund such costs
from future operations. Proprietary Funds accrue accumulated sick leave and salary related payments in the period that they
are earned. A liability is reported in the governmental funds only to the amount actually due at year end as a result of
employee resignations and retirements.

7. Pensions

In the district-wide financial statements and proprietary fund types in the fund financial statements, for purposes of
measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to pensions, and
pension expense, information about the fiduciary net position of the retirement systems sponsored and administered by the
State of New Jersey and additions to/deductions from these retirement systems’ fiduciary net position have been determined
on the same basis as they are reported by the retirement systems. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

In the governmental fund financial statements, net pension liabilities represent amounts normally expected to be liquidated
with expendable available financial resources for required pension contributions that are due and payable at year end.

Pension expenditures are recognized based on contractual pension contributions that are required to be made to the pension
plan during the fiscal year.

8. Long-Term Obligations

In the district-wide financial statements, and proprietary fund types in the fund financial statements, long-term debt and other
long-term obligations are reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net position.

9. Net Position/Fund Balance

District-Wide Statements

In the district-wide statements, there are three classes of net position:

e Net Investment in Capital Assets — consists of net capital assets (cost less accumulated depreciation) reduced by
outstanding balances of related debt obligations from the acquisition, construction or improvement of those assets.
Deferred outflows of resources and deferred inflows of resources attributable to the acquisition, construction or
improvement of those assets or related debt also should be included.

e Restricted Net Position — reports net position when constraints placed on the residual amount of noncapital assets
are either externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments, or imposed by law through constitutional provisions or enabling legislation.

o Unrestricted Net Position — any portion of net position not already classified as either net investment in capital
assets or net position — restricted is classified as net position — unrestricted.

Governmental Fund Statements

Fund balance categories are designed to make the nature and extent of the constraints placed on the District’s fund balance
more transparent. These categories are comprised of a hierarchy based primarily on the extent to which the District is bound
to observe constraints imposed upon the use of the resources reported in governmental funds.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

9. Net Position/Fund Balance (Continued)

Governmental Fund Statements (Continued)

Restricted Fund Balance — Amounts constrained to specific purposes by their providers (such as grantors, bondholders, and
higher levels of government), through constitutional provisions, or by enabling legislation.

Capital Reserve — This restriction was created by the District in accordance with NJAC 6A:23A-14.1 to fund future
capital expenditures (See Note 3C).

Capital Reserve - Designated for Subsequent Year’s Budget — This designation was created to dedicate the portion of
capital reserve fund balance appropriated in the adopted 2020/2021 District budget certified for taxes.

Maintenance Reserve — This restriction was created by the Board in accordance with NJAC 6A:23A-14.2 to
accumulate funds for the required maintenance of school facilities in accordance with the EFCA (NJSA 18A:7G-9)
for a thorough and efficient education. (See Note 3D).

Maintenance Reserve - Designated for Subsequent Year’s Budget — This designation was created to dedicate the portion
of maintenance reserve fund balance appropriated in the adopted 2020/2021 District budget certified for taxes

Emergency Reserve — This restriction was created in accordance with NJAC 6A:23A-14.4(A)1 to accumulate funds in
accordance with State statute to finance unanticipated general fund expenditures required for a thorough and efficient
education. (See Note 3E).

Capital Projects — Represents fund balance restricted spe<:1ﬁcally for capital acquisitions and improvements in the
Capital Projects Fund.

Committed Fund Balance — Amounts constrained to specific purposes by a government itself, using its highest level of
decision-making authority; to be reported as committed, amounts cannot be used for any other purpose unless the
government takes the same highest level action to remove or change the constraint.

Encumbrances — Represents outstanding purchase orders at year end for contracts awarded by formal action of the Board
of Trustee’s for specific purposes from available resources of the current year for which the goods and materials have
not yet been received or the services have not yet been rendered at June 30.

Assigned Fund Balance — Amounts a government intends to use for a specific purpose; intent can be expressed by the
governing body or by an official or body to which the governing body delegates the authority.

Encumbrances — Represent outstanding purchase orders for goods or services approved by management for specific
purposes from available resources of the current year for which the goods and materials have not yet been received or
the services have not yet been rendered at June 30.

Designated for Subsequent Year’s Budget — This designation was created to dedicate the portion of fund balance
appropriated in the adopted 2020/2021 District budget certified for taxes.

Unassigned Fund Balance — Represents fund balance that has not been restricted, committed or assigned to specific
purposes within the governmental funds.

In the general operating fund and other governmental funds (capital projects fund types), it is the District’s policy to consider
restricted resources to have been spent first when an expenditure is incurred for purposes for which both restricted and
unrestricted (i.e., committed, assigned or unassigned) fund balances are available, followed by committed and then assigned
fund balances. Unassigned amounts are used only after the other resources have been used.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

10. Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of any limitations requiring the use
of resources for specific purposes. The district itself can establish limitations on the use of resources through either a
commitment (committed fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the specific purposes determined by a
formal action of the district’s highest level of decision-making authority. The Board of Trustees is the highest level of
decision-making authority for the district that can, by adoption of a resolution or formal Board action prior to the end of the
fiscal year, commit fund balance. Once adopted, the limitation imposed by the resolution remains in place until a similar
action is taken (the adoption of another resolution) to remove or revise the limitation.

Amounts-in the assigned fund balance classification are intended to be used by the government for specific purposes but do
not meet the criteria to be classified as committed. The Board has authorized the School Business Administrator/Board
Secretary to assign fund balance. The Board may also assign fund balance as it does when appropriating fund balance to
cover a gap between estimated revenue and appropriations in the subsequent year’s appropriated budget. Unlike
commitments, assignments generally only exist temporarily. In other words, an additional action does not normally have to
be taken for the removal of an assignment. Conversely, as discussed above, an additional action is essential to either remove
or revise a commitment.

F. Revenues and Expenditures/Expenses

1. Program Revenues

Amounts reported as program revenues in the district-wide statement of activities include 1) charges to customers or
applicants for goods or services, provided, 2) operating grants and contributions, and 3) capital grants and contributions.
Internally dedicated resources are reported as general revenues rather than as program revenues. Likewise, general revenues
include all property taxes, unrestricted state aid, federal and state grants for school-based budgeting, investment earnings and
miscellaneous revenues.

2. Property Taxes

Property taxes are levied pursuant to law and are collected by the City and are transferred to the District as requested.
Property tax revenues are recognized in the year they are levied and become available. Property taxes collected in advance
of the year-end for which they are levied and transferred to the District are reported as deferred inflows of resources. The
tax bills are mailed annually in June by the city tax collector and are levied and due in four quarterly installments on August
1, November 1, February 1 and May 1 of the fiscal year. When unpaid, taxes or any other city lien, or part thereof, on real
property, remains in arrears on April 1* in the year following the calendar year levy when the same became in arrears, the tax
collector of the City shall, subject to the provisions of New Jersey Statute, enforce the lien by placing the property on a tax
sale. The city may institute annual “in rem” tax foreclosure proceedings to enforce the tax collection or acquisition of title to

the property.
3. Tuition Revenues and Expenditures

Tuition Revenues - Tuition charges were established by the Board of Education based on estimated costs. The charges are
subject to adjustment when the final costs are determined and certified by the State Department of Education.

Tuition Expenditures - Tuition charges for the fiscal years 2018-2019 and 2019-2020 were based on rates established by the
receiving district. These rates are subject to change when the actual costs have been certified by the State Department of
Education.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Revenues and Expenditures/Expenses (Continued)

4. Proprietary Funds, Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and delivering goods in connection with a proprietary fund’s
principal ongoing operations. The principal operating revenues of the food service enterprise fund are charges to customers
for sales and services. Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses. Federal and State subsidies for the food service operation are considered nonoperating
revenues.

NOTE 2 RECONCILIATION OF DISTRICT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of certain differences between the governmental fund balance sheet and the district-wide
statement of net position

The governmental fund balance sheet includes a reconciliation between fund balance — total governmental funds and net
position— governmental activities as reported in the district-wide statement of net position. One element of that
reconciliation explains that “long-term liabilities, are not due and payable in the current period and therefore are not
reported in the funds.” The details of this difference are as follows:

Early Retirement Pension Obligations $ - 2,493,221
Claims and Judgements ' 2,100,663
Compensated Absences 8,103,031
Net Pension Liability 78,463,692
Deferred Amounts on Net Pension Liability
Deferred Outflows (11,112,126)
Deferred Inflows 31,588,237

Net Adjustment to Reduce Fund Balance - Total Governmental
Funds to Arrive at Net Position - Governmental Activities $ 111,636,718

NOTE 3 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Information

In accordance with the requirements of the New Jersey Department of Education (“the Department”), the District annually
prepares its operating budget for the forthcoming year. The budget, except for the general fund and special revenue fund,
which is more fully explained below and in the notes to the required supplementary information, is prepared in accordance
with accounting principles generally accepted in the United States of America and serves as a formal plan for expenditures
and the proposed means for financing them. Capital lease transactions are accounted for on the GAAP basis.

The annual budget is adopted in the spring of the preceding year for the general and special revenue funds. The District is
not required to adopt an annual budget for the capital projects fund. The budget is submitted to the county superintendent
for review and approval prior to adoption. The annual budget is voted upon at the annual school election on the third
Tuesday in April.
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NOTE 3 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

A. Budgetary Information (Continued)

Budget adoptions and amendments are recorded in the District's board minutes. The budget is amended by the Board of
Trustees as needed throughout the year. The budget for revenues, other resources, other uses, and fund balances is prepared
by fund source and amount. The budget for expenditures is prepared by fund, program, function, object and amount. The
legal level of budgetary control is established at the line item account 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. The Board approved several budget transfers during 2019/2020. Also, during 2019/2020 the Board
increased the original budget of its General Fund by $1,895,021 and its Special Revenue Fund by $13,102,628. The
increases were funded by the reappropriation of prior year encumbrances and additional grant awards.

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 certain
state aid payments for budgetary purposes only and the treatment of encumbrances in the special revenue fund as described
in the Notes to Required Supplementary Information (RSI). Encumbrance accounting is also employed as an extension of
formal budgetary integration in the governmental fund types. Unencumbered appropriations lapse at fiscal year end.

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

B. Deficit Fund Equity

The District has an unassigned fund deficit of $21,525,274 in the General Fund as of June 30, 2020 as reported in the fund
financial statements (modified accrual basis). NJSA 18A:22-44.2 provides that in the event a state school aid payment is not
made until the following school budget year, districts must record these delayed state aid payments as revenue, for budget
purposes only, in the current school budget year. The statute provides legal authority for school districts to recognize this
revenue in the current budget year. GASB Statement No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions”, requires that intergovernmental transactions (revenue, expenditure, asset, liability) should be recognized in
symmetry (i.e., if one government recognizes an asset, the other government recognizes a liability). Since the State of New
Jersey is recording certain 2019/2020 budgeted state aid payments in the subsequent fiscal year, the school district cannot
recognize such payments on the GAAP (fund) financial statements until the year the State records the payable. Due to the
timing difference of recording these delayed state aid payments, the General Fund deficit does not alone indicate that the
District is facing financial difficulties; however, unless the State of New Jersey budgets the delayed payments in future
years, the District may also report fund deficits in the future.

Pursuant to NJSA 18A:22-44.2, any negative unreserved, undesignated (i.e., unassigned) general fund balance that is
reported as a direct result of a delay in the payment of state aid until