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September 18, 2009

Members of the Board of Education
Florham Park Public Schools

67 Ridgedale Ave.

Florham Park, NJ 07932

Dear Board Members:

The comprehensive annual financial report of the Florham Park Public Schools for the fiscal year ended
June 30, 2009 is hereby submitted. Responsibility for both the accuracy of the data and completeness
and fairess 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 the respective changes
in financial position of the basic financial statements. All disclosures necessary to enable the reader to
gain an understanding of the District’s financial activities have been included.

Governmental Accounting Standards Board (GASB) requires that management provide a narrative
introduction, overview and analysis to accompany the basic financial statements in the form of
Management's Discussion and Analysis (MD&A). This letter of transmittal is designed to complement
the MD&A and should be read in conjunction with it. Public School's MD&A can be found immediately
following the “Independent Auditors’ Report”.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical
and single audit. The introductory section includes this transmittal letter, the District’s organizational
chart and a list of principal officials. The financial section includes the independent auditor's report,
management’s discussion and analysis (MD&A) and the basic financial statements including the district-
wide financial statements presented in conformity with Governmental Accounting Standards Board
Statement No.34. The basic financial statements also include individual financial statements; notes to
the financial statements and required supplemental information (RSI). The statistical section includes
selected financial and demographic information generally presented on a multi-year basis.

The District is required to undergo an annual single audit in conformity with the provisions of the Single
Audit Act and the U.S. Office of Management and Budget Circular A-133. “Audits of States, Local
Governments and Non-Profit Organizations”, and the State Treasury Circular OMB 04-04. Information
related to this single audit, including the auditors’ report on the internal control structure and compliance
with applicable laws and regulations and findings and recommendations, are included in the single audit
section of this report.



1.

REPORTING ENTITY AND ITS SERVICES

The District provides a full range of educational services appropriate to grade levels K through 8.
These include regular and special education for disabled youngsters. The District completed FY
2008/2009 with an enroliment of 1,028. The following Average Daily Enroliment figures, reported in
the School Summary Register, details the changes in student enrollment over the last ten (10) years:

Fiscal Average Daily Percent
Year Enrollment Change
2008/09 1,028 0.00%
2007/08 1,029 3.11%
2006/07 998 0.71%
2005/06 991 2.69%
2004/05 965 3.65%
2003/04 931 0.32%
2002/03 928 10.74%
2001/02 838 7.57%
2000/01 779 4.01%
1999/00 749 0.30%

ECONOMIC CONDITION AND QUTLOOK

Florham Park remains financially healthy. The District is currently carrying a 2.0% unreserved /
undesignated budgetary basis fund balance of the net budget to provide emergency funding for the
lack of State Aid, to fund emergency projects, and to provide necessary reserves for future
contingencies. The District has also established a 1.1% Emergency Reserve for future increases in
health care premiums and other permitted emergencies.

MAJOR INITIATIVES

The District continues to meet its major challenges, vis-a-vis, a series of ambitious curriculum
reviews based on the Long Range Curriculum Plan, which must be completed to maintain
educational integrity. The curriculum reviews are in the areas of environmental education,
mathematics, health education, technology, social studies, and science. The district has approved a
new district wide math curriculum revision and textbook replacement for the subsequent year.

In order to maintain dialogue with the staff, in service training in the curriculum areas are offered to
committee members. The district also continues to offer technology staff training during the school
day, as well as after-school hours. The Quality School Assurance Continuum addresses this area.

In addition to technology, in-service training has focused on reading, language and mathematics
instruction to address the NJASK 3-8 requirements. District in-service has focused on a diversified
curriculum meeting the needs of each child as well establishing a Professional Learning Community
throughout the district.



. INTERNAL ACCOUNTING CONTROLS

As a recipient of Federal and State financial assistance, 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 subject to periodic evaluation
by District management and the auditor.

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

. 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 municipality. Annual appropriated budgets are
adopted for the general fund and the special revenue fund. The final budget amount as amended for
FY 2008/2009 is reflected in the budgetary comparison schedules of the required supplementary
information.

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-appropriation
of fund balance in the subsequent year. Those amounts to be re-appropriated are reported as
reservations of fund balance at June 30, 2009.

. ACCOUNTING SYSTEM AND REPORTS

The District's accounting records reflect generally accepted accounting principles (GAAP), as
promulgated by the Governmental Accounting Standards Board (GASB). The accounting system of
the District is organized on the basis of funds. These funds are explained in “Notes to the Financial
Statements,” Note #1.

. DEBT ADMINISTRATION

At June 30, 2009 the District had $10,915,000 in General Obligation Bonds outstanding. The
proceeds of these bonds were used to provide funds for capital improvements to the District's
buildings and grounds. These improvements include additions and various renovations in all three
(3)-school buildings.

. CASH MANAGEMENT

The investment policy of the District is guided in large part by State statute as detailed in “Notes to
Financial Statements”, Note #3. The District has adopted a cash management plan, which requires it
to deposit public funds in public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (GUDPA). “GUDPA" was enacted in 1970 to protect
governmental units from loss of funds on deposit with a failed banking institution in New Jersey. The
law requires governmental units to deposit public funds only in public depositories located in New
Jersey, where the funds are secured in accordance with the Act.

iii



9. RISK MANAGEMENT

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

10. OTHER INFORMATION

Independent Audit — State statute requires an annual audit by independent certified public
accountants or registered municipal accountants. The Board's Finance Committee selected the
accounting firm of Lerch Vinci & Higgins, LLP, CPA’s. In addition to meeting the requirements as set
forth in State statutes, the audit also was designed to meet the requirements of the Single Audit Act,
as amended and the related OMB Circular A-133 and State Treasury Circular Letter 04-04.

The auditors’ report on the basic financial statements is included in the financial section of this report.

The auditors’ reports related specifically to the single audit are included in the single audit section of
this report.

11. ACKNOWLEDGEMENTS

We would like to express our appreciation to the members of the Board of Education for their concern
in providing fiscal accountability to the citizens and taxpayers of the District, as well as contributing
their full support to the development and maintenance of our financial operations. The preparation of
this report could not have been accomplished without the efficient and dedicated services of our
financial and accounting staff.

Respectfully submitted,

O tlloos foomyite:

William Ronzitti, Ph.D.
Superintendent of Schools

@(.é&@

Business Administrator/Board Secretary
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INDEPENDENT AUDITORS’ REPORT

Honorable President and Members
of the Board of Trustees

Florham Park Board of Education

Florham Park, New Jersey

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 Florham Park Board of Education as of and for
the fiscal year ended June 30, 2009, which collectively comprise the Board of Education’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Board of Education’s
management. 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 Division of Finance,
Department of Education, State of New Jersey. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Florham Park Board of Education’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our 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 Florham Park Board of Education as of June 30, 2009, and the respective changes
in financial position and, where applicable, cash flows thereof for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated September 18, 2009 on our
consideration of the Florham Park Board of Education’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information are not a required part of the
basic financial statements but are supplementary information required by the accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Florham Park Board of Education’s basic financial statements. The accompanying introductory section,
combining and individual nonmajor fund financial statements, financial schedules and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
Additionally, the accompanying schedules of expenditures of federal awards and state financial assistance are
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
“Audits of States, Local Governments, and Non-Profit Organizations” and New Jersey OMB’s Circular 04-04,
“Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid”, and are not a required part of the
basic financial statements. The combining and individual nonmajor fund financial statements and schedules of
expenditures of federal awards and state financial assistance have been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation
to the basic financial statements taken 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 express no opinion on them.

L,&Qv L Vl;.aci J\ M&gus, Lep
LERCH, VINCI & HIGGINS, LLP
Certified Public Accountants

Public School Accountants

Jeffrey E-Bliss

Public School Accountant
PSA Number CS00932

Fair Lawn, New Jersey
September 18, 2009
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FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

This section of Florham Park Board of Education’s annual financial report presents our discussion and
analysis of the District’s financial performance during the fiscal year that ended on June 30, 2009. Please
read it in conjunction with the transmittal letter at the front of this report and the District’s financial
statements, which immediately follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of Required Supplementary
Information specified in the Governmental Accounting Standard Board’s (GASB) Statement No. 34 —
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments issued in June 1999. Certain comparative information between the current year (2008-2009)
and the prior year (2007-2008) is required to be presented in the MD&A

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2008-2009 fiscal year include the following:

e The assets of the Florham Park Board of Education exceeded its liabilities at the close of the fiscal
year by $6,908,611. (Net Assets)

o The District’s total net assets increased by $147,109.

e Overall District revenues were $17,346,672. General revenues accounted for $15,050,411 or 87%
of all revenues. Program specific revenues in the form of charges for services and grants and
contributions accounted for $2,295,961 or 13% of total revenues.

e The school district had $17,182,851 in expenses for governmental activities; only $2,278,562 of
these expenses were offset by program specific charges, grants or contributions. General revenues
(predominantly property taxes) of $15,050,411 were adequate to provide for these programs.

e As of the close of the current fiscal year, the District’s governmental funds reported a combined
ending fund balance of $754,262. Of this amount, $40,798 (5%) is available for spending at the
District’s discretion (unreserved/undesignated fund balance — General Fund).

e The General Fund fund balance at June 30, 2009 was $658,961, an increase of $35,744 compared
to the ending fund balance at June 30, 2008 of $623,217.

e The General Fund unreserved/undesignated budgetary fund balance at June 30, 2009 was
$327,771, which represents a decrease of $37,743 compared to the ending
unreserved/undesignated budgetary fund balance at June 30, 2008 of $365,514.



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis

Year Ended June 30, 2009

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of the annual report consists of four parts — Independent Auditors’ Report, required
supplementary information which includes the management’s discussion and analysis (this section), the
basic financial statements, and supplemental information. The basic financial statements include two kinds

of statements that present different views of the District:

e The first two statements are district wide financial statements that provide both short-term

and long-term information about the District’s overall financial status.

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

o The governmental funds statements tell how basic services were financed in the 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 district operated like businesses.

* Fiduciary funds statements provide information about the financial relationships in which the
District acts 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 following shows how the various parts of this Annual Report are arranged

and related to one another.

Management Basic
Discussion Financial
And Statements
Analysis
District-wide Fund Notes
Financial Financial To the
Statements Statements Financial
Statements
Summary < Detail




FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

The table below summarizes the major features of the District’s financial statements, including the portion
of the District’s activities they cover and the types of information they contain. The remainder of this
overview section of management’s discussion and analysis highlights the structure and contents of each of

the statements.

Major Features of the District-Wide and Fund Financial Statements

Expenditures and Changes in
Fund Balances

Fund Net Assets,

Expenses, and Changes in

Statement of Cash Flows

District-Wide Fund Financial Statements
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire district(except The activities of the district that Activities the district nstances in which the
fiduciary funds) e not proprietary or fiduciary, operates similar to tiistrict administers
uch as instruction, building private businesses: resources on behalf of
aintenance, transportation, and Enterprise Funds someone else, such as
dministration. unemployment,
scholarships, student
ctivities and payroll
Ectivities.
Required financial Statements of net assets Balance Sheet Statement of Net Assets  {Statements of
Statements Statement of activities Statement of Revenue, Statement of Revenue, Fiduciary Net Assets.

Accounting Basis and
Measurement focus

IAccrual accounting and
economic resources focus

Modified accrual accounting

rmd current financial focus

IAccrual accounting and

economic resources focus

|Accrual accounting

d economic resources
ocus

Type of asset/liability
Information

Al assets and liabilities,
both financial and capital,
Fhort—tenn and long-term

enerally assets expected to be
sed up and liabilities that come
ue during the year or soon there
er; no capital assets or long-term
liabilities included

A1l assets and liabilities,
both financial and capital,
d short-term and long-

o

11 assets and liabilities,
oth short-term and long
nds do not currently
ontain capital assets,
Ithough they can

Type of inflow/outflow
ﬂlnformation

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

elated liability is due and payable.

jor paid.

lof when cash is received

All revenues and expenses {All additions and
during the year, regardless dedications during the

year, regardless of when
cash is received or paid.

District-wide Statements

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

The two district-wide statements report the District’s net assets and how they have changed. Net assets —
the difference between the District’s assets and liabilities — is one way to measure the District’s financial
health or position



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

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

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

In the district-wide financial statements the District’s activities are shown in two categories:

* Governmental activities — Most of the District’s basic services are included here, such
as regular and special education, transportation, administration, and plant operation and
maintenance. Property taxes and Federal and State aid finance most of these activities.

® Business type activities — These are activities for operations that are financed and operated
in a manner similar to private business enterprises. The District’s Food Service Fund
is included under this category.

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 bond covenants.

e The District establishes other funds to control and manage money for particular purposes or
to show that it is properly using certain revenues (federal and state grants).

The District has three kinds of funds:

® Governmental funds — Most of the District’s basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out and (2) the balances left at year-end that are available for spending. Consequently, the governmental
funds statements provide a detailed short-term view that helps to determine whether there are more or
fewer financial resources that can be spent in the near future to finance the 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 explains 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.

e Enterprise Funds — This fund is established to account for operations that are financed and
operated in a manner similar to private business enterprises. The stated intent is that costs of
providing goods or services to the students on a continuing basis are financed or recovered
primarily through user charges. The District currently has one enterprise fund, for its food service
(cafeteria) program.



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

Fund Financial Statements (Continued)

e 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 fiduciary net assets and a statement of changes in fiduciary net assets. 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 DISTRICT AS A WHOLE

Net Assets. The District’s combined net assets were $6,908,611 and $6,761,502 on June 30, 2009 and
2008, respectively as follows:

Net Assets
As of June 30, 2009 and 2008
Business-
Governmental Type
Activities Activities Total
2009 2008 2009 2008 2009 2008
Current Assets $ 942,586 $ 666,284 $ 3999 § 2099 $§ 946,585 $§ 668,383
Capital Assets 17,747,583 18,371,652 496 1,409 17,748,079 18,373,061
Total Assets 18,690,169 19,037,936 4,495 3,508 18,694,664 19,041,444
Long-Term Liabilities 11,377,083 12,016,950 11,377,083 12,016,950
Other Liabilities 408,970 262,992 - - 408,970 262,992
Total Liabilities 11,786,053 12,279,942 - - 11,786,053 12,279,942
Net Assets
Invested in Capital Assets, net of
related debt 6,701,460 6,688,333 496 1,409 6,701,956 6,689,742
Restricted 200,677 32,035 200,677 32,035
Unrestricted 1,979 37,626 3,999 2,099 5,978 39,725
Total Net Assets $ 6,904,116 $ 6,757,994 $ 4,495 § 3,508 $ 6,908,611 $ 6,761,502

The District’s total net assets of $6,908,611 at June 30, 2009 represent a $147,109, or 2%, increase from
the prior year. The following presents the changes in net assets for the years ended June 30, 2009 and
2008.



Revenues
Program Revenues
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues
Property Taxes

State Aid - Unrestricted
Other

Total Revenues

Expenses
Instruction
Regular
Special Education
Other Instruction

School Sponsored Activities and Athletics

Support Services

Student and Instruction Related Services

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

Interest on Debt

Food Services

Total Expenses
Increase Before Transfers
Transfers
Increase in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis

Year Ended June 30, 2009

Change in Net Assets
For The Years Ended June 30, 2009 and 2008

Business-
Governmental Type
Activities Activities Total
2009 008 2009 2008 2009 2008

$ 111,531 § 118,587 § 9,143 § 7,681 § 120,674 § 126,268
2,166,551 2,704,811 8,256 6,252 2,174,807 2,711,063
480 6,500 480 6,500
14,877,413 14,488,221 14,877,413 14,488,221
27,447 177,788 27,447 177,788
145,551 131,546 - - 145,551 131,546
17,328,973 17,627,453 17,399 13,933 17,346,372 17,641,386
6,577,544 6,705,625 6,577,544 6,705,625
2,269,125 2,313,004 2,269,125 2,313,004
67,043 80,730 67,043 80,730
148,318 150,045 148,318 150,045
2,558,454 2,435,868 2,558,454 2,435,868
518,851 537,995 518,851 537,995
968,615 961,645 968,615 961,645
345,639 347,440 345,639 347,440
2,412,179 2,321,091 2,412,179 2,321,091
803,849 922,126 803,849 922,126
513,234 524,666 513,234 524,666
- - 16,412 13,116 16,412 13,116
17,182,851 17,300,235 16,412 13,116 17,199,263 17,313,351
146,122 327,218 987 817 147,109 328,035

- (14,062) - 14,062 - -
146,122 313,156 987 14,879 147,109 328,035
6,757,994 6,444,838 3,508 (11,371) 6,761,502 6,433,467
$ 6,904,116 $ 6,757,994 § 4,495 § 3,508 $ 6,908,611 $ 6,761,502




FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

Governmental Activities. The District’s total governmental activities’ revenues, which includes State and Federal
grants, were $17,328,973 for the year ended June 30, 2009, property taxes of $14,877,413 represented 86% of
revenues. Another significant portion of revenues came from unrestricted State aid, grants and contributions which
totaled $2,194,478 and represented 13% of revenues. In addition, transportation fees and miscellaneous income
such as interest, prior year refunds and other miscellaneous items represented 1% of revenues.

The total cost of all governmental activities programs and services was $17,182,851. The District’s expenses are
predominantly related to educating and caring for students. Instruction totaled $9,062,030 (53%) of total expenses.
Student support services, total $7,607,587 (44%) of total expenses and interest on debt totaled $513,234 (3%) of
total expenses.

Total governmental activities revenues exceeded expenses increasing net assets by $146,122 from the previous year.

Revenues by Sources — Governmental Activities
For Fiscal Year 2009

State Aid and Miscellaneous
1%

Grants
13%

School Tax Levy
86%

Expenses by Use — Governmental Activities
For Fiscal Year 2009

General, School &

Central
Interest on Debt Administration
3% 10% Transportation
- 5%
Oper. Plant &
Maint.
14%
Student and
Instruction
Services

15%



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

Net Cost of Governmental Activities. The District’s total cost of services was $17,182,851.
After applying program revenues, derived from operating and capital grants and contributions of
$2,167,031, and charges for services of $111,531, the net cost of services of the District is
$14,904,289,

Net Cost of Governmental Activities
For the Years Ended June 30, 2009 and 2008

Total Cost Net Cost
of Services of Services
2009 2008 2009 2008
Instruction
Regular $ 6,577,544 $ 6,705,625 $ 5,897,183 $ 5,696,822
Special Education 2,269,125 2,313,004 1,288,440 1,170,375
Other Instruction 67,043 80,730 42,851 39,165
School Sponsored Activities and Athletics 148,318 150,045 148,318 150,045
Support Services
Student and Instruction Related Services 2,558,454 2,435,868 2,311,731 2,129,194
General Administrative Services 518,851 537,995 518,851 537,995
School Administrative Services 968,615 961,645 901,495 858,212
Central Services 345,639 347,440 328,924 322,417
Plant Operations and Maintenance 2,412,179 2,321,091 2,411,699 2,314,591
Pupil Transportation 803,849 922,126 541,563 726,855
Interest on Debt 513,234 524,666 513,234 524,666
Total $ 17,182,851 § 17,300,235 $ 14,904,289 $ 14,470,337

Business-Type Activities — The District’s total business-type activities revenues were $17,399
for the year ended June 30, 2009. Charges for services accounted for 53% of total revenues.
Operating grants and contributions accounted for 47% of total revenue for the year.

Total cost of all business-type activities programs and services was $16,142 for the year ended
June 30, 2009.

There were no transfers from governmental activities during the year.

Total business-type activities revenues surpassed expenses, increasing net assets by $987 from
the previous year.

10



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds as well. As the
District completed the year, its governmental funds reported a combined fund balance of $754,262, an
increase of $124,124 from last year’s fund balance of $630,138. This increase was attributable to funds
earmarked for capital projects which were unspent at year end.

Revenues for the District’s governmental funds were $17,328,973, while total expenses were $17,204,849.

GENERAL FUND

The General fund includes the primary operations of the District in providing educational services to
students from Kindergarten through Grade 8.

The following schedule presents a summary of General Fund Revenues.
Amount of Percent
Year Ended Year Ended Increase Increase
June 30,2009  June 30, 2008 (Decrease) (Decrease)

Local Sources

Property Taxes $ 13,822,785 $§ 13,433,441 § 389,344 3%
Other 256,774 247,339 9,435 4%
State Sources 1,817,475 2,526,194 (708,719) -28%
Total General Fund Revenues $ 15,897,034 $§ 16206974 § (309,940) 2%

Total General Fund revenues decreased $309,940 from the previous year. Although property taxes
increased $389,344 or 3% there was a significant decrease in State aid related to on-behalf pension and
post-retirement medical contributions. In addition, the State deferred an additional categorical state aid
payment to the subsequent school year.

The following schedule presents a summary of General Fund expenditures.
Amount of Percent
Year Ended Year Ended Increase Increase
June 30, 2009  June 30, 2008 (Decrease) (Decrease)

Instruction $ 8,767,155 $ 8914854 §  (147,699) 2%
Support Services 6,763,728 6,692,707 71,021 1%
Debt Service 102,002 85,516 16,486 19%
Capital Outlay 131,813 122,048 9,765 8%

Total Expenditures $ 15,764,698 $ 15815125 § (50,427) 0%

Total General Fund expenditures decreased $50,427 or less than 1% from the previous year. Although
there were increases during the year attributed to contractual salary increases and increases in employee
benefits they were offset by significant decreases in on-behalf pension and post-retirement medical
contributions made by the State for the District.

11



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

GENERAL FUND (Continued)

In 2008-2009 General Fund revenues and other financing sources were greater than expenditures and other
financing uses by $35,744. Therefore, total fund balance increased to $658,961 at June 30, 2009. After
deducting statutory reserves and designations, the unreserved undesignated fund balance decreased from
$254,841 at June 30, 2008 to $40,798 at June 30, 2009. This decrease in unreserved/undesignated fund
balance can be attributable to the District increasing reserved fund balances for capital reserve, emergency
reserve and excess surplus reserve at year end and the State’s deferral on an additional state aid payment.

CAPITAL ASSET AND DEBT ADMINISTRATION

At the end of fiscal year 2009, the District had $17,747,583 invested in land, buildings, furniture,

equipment and vehicles for governmental activities. The following is a comparison of the June 30, 2009
and 2008 balances:

Capital Assets
as of June 30, 2009 and 2008
Governmental Activities
2009 2008
Land $ 1,156,663 $ 1,156,663
Land Improvements 1,369,190 1,369,190
Buildings and Building Improvements 22,160,935 22,119,835
Machinery and Equipment 2,162,214 2,071,501
Construction in Progress 9,000 -
26,858,002 26,717,189
Less Accumulated Depreciation (9,110,419) (8,345,537)
Total $ 17,747,583 $ 18,371,652

LONG TERM LIABILITIES

At June 30, 2009 the District had $11,377,083 of total outstanding debt. Of this amount, $10,915,000 is for
serial bonds; $131,123 is for capital lease purchase agreements and $330,960 is for compensated absences.
The following is a comparison of the June 30, 2009 and 2008 balances:

Outstanding Long-Term Debt
as of June 30, 2009 and 2008
Governmental Activities

2009 2008
Serial Bonds $ 10915000 $ 11,460,000
Capital Leases Payable 131,123 223,319
Compensated Absences 330,960 333,631
Total $ 11,377,083 § 12,016,950

12



FLORHAM PARK BOARD OF EDUCATION

Management’s Discussion and Analysis
Year Ended June 30, 2009

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the District revised the annual operating budget several times. These budget
amendments fall into two categories”

¢ Implementing budgets for specially funded projects, which include both federal and
state grants, reinstating prior year purchase orders being carried over, and budgeting
for gifts and donations.

e Increases in appropriations for significant unbudgeted costs.

Revisions in the budget were made through budget transfers to prevent over expenditures in specific line
item accounts. The District also appropriated additional unreserved/undesignated fund balance to the
budget during the year for unbudgeted capital outlay projects. Other revisions to the budget during the year
was the reappropriation of prior year encumbrances.

General Fund budgetary revenues and other financing sources exceeded budgetary expenditures and other
financing uses increasing budgetary fund balance $212,044 from the previous year. After deducting
statutory reserves and designations, the unreserved/undesignated budgetary fund balance decreased
$37,743, from $365,514 at June 30, 2008 to $327,771 at June 30, 2009.

FACTORS BEARING ON THE DISTRICT’S FUTURE

While many factors influence the district’s future, the availability of funding for increased enrollment,
special education needs and the economy will have the most impact on educational and fiscal decisions in
the future.

Many factors were considered by the District’s administration during the process of developing the fiscal
year 2009-2010 budget. The primary factors were the District’s projected student population, anticipated
state and federal aid as well as increasing salary and related benefit costs.

These indicators were considered when adopting the budget for fiscal year 2009-2010. Budgeted
expenditures in the General Fund increased less than three percent to $15,522,780 in fiscal year 2009-2010.
Increases in contractual payroll, employee benefits and energy costs are the primary reasons for the
increase.

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 information contact the
Business Office, Florham Park Board of Education, P.O. Box 39, Florham Park, NJ 07932.

13
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FLORHAM PARK BOARD OF EDUCATION

EXHIBIT A-1

STATEMENT OF NET ASSETS
AS OF JUNE 30, 2009
Governmental Business-Type
Activities Activities Total

ASSETS
Cash and Cash Equivalents $ 304,135 $ 2,359 306,494
Receivables, net 363,075 1,640 364,715
Restricted Assets

Cash and Cash Equivalents 275,376 275,376
Capital Assets, Not Being Depreciated 1,165,663 1,165,663
Capital Assets, Being Depreciation, Net 16,581,920 496 16,582,416

Total Assets 18,690,169 4,495 18,694,664

LIABILITIES
Accounts Payable and Other Current Liabilities 83,485 83,485
Payable to Other Governments 26,047 26,047
Accrued Interest Payable 220,646 220,646
Unearned Revenue 78,792 78,792
Noncurrent Liabilities

Due Within One Year 674,302 674,302

Due Beyond One Year 10,702,781 - 10,702,781

Total Liabilities 11,786,053 - 11,786,053

NET ASSETS
Invested in Capital Assets, Net of Related Debt 6,701,460 496 6,701,956
Restricted for

Debt Service 2 2

Capital Projects 200,675 200,675
Unrestricted 1,979 3.999 5,978
Total Net Assets $ 6,904,116 $ 4,495 6,908,611

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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ASSETS
Cash and Cash Equivalents
Receivables from Other Governments

Due from Other Funds
Restricted Cash and Cash Equivalents

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable
Due to Other Funds
Payable to State Government

Payable to Federal Government
Deferred Revenue

Total Liabilities

Fund Balances
Reserved for
Encumbrances
Capital Reserve Account
Emergency Reserve
Excess Surplus
Unreserved
Designated for Subsequent Year's
Expenditures
Undesignated, Reported in
General Fund
Debt Service Fund
Capital Projects Fund

Total Fund Balances

Total Liabilities and Fund Balances

FLORHAM PARK BOARD OF EDUCATION

EXHIBIT B-1

GOVERNMENTAL FUNDS
BALANCE SHEET
AS OF JUNE 30, 2009
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
$ 211,074 $ 93,059 $ 2 8 304,135
39,632 § 256,574 65,988 362,194
199,522 199,522
275,376 - - - 275,376
$ 725604 $ 256,574 § 159,047 $ 2 8 1,141,227
$ 65,643 $ 16,842 $ 82,485
1,000 198,641 199,641
23,634 23,634
2,413 2,413
- 15044 § 63,748 - 78,792
66,643 256,574 63,748 - 386,965
156,225 103,817 260,042
105,376 105,376
170,000 170,000
61,562 61,562
125,000 $ 1 125,001
40,798 40,798
I 1
- - (8,518) - (8,518)
658,961 - 95,299 2 754,262
3 725,604 $ 256,574 $ 159,047 § 2
Amounts reported for governmental activities in the statement of
net assets (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 $26,858,002 and the accumulated depreciation
is $9,110,419. 17,747,583
The District has financed capital assets through the issuance
of serial bonds and long-term lease obligations. The interest
accrual at year end is: (220,646)
Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported as
liabilities in the funds
Serial Bonds Payable $ 10,915,000
Compensated Absences 330,960
Capital Leases Payable 131,123
(11,377,083)

Net assets of governmental activities

The accompanying Notes to the Basic Financial Statements are an Integral Part of this Statement
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FLORHAM PARK BOARD OF EDUCATION

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

REVENUES

Local Sources
Property Tax Levy
Transportation Fees from Individuals
Transportation Fees from Other LEA's

Interest
Miscellaneous

Total - Local Sources

State Sources
Federal Sources

Total Revenues

EXPENDITURES
Current
Instruction
Regular
Special Education
Other Instruction
School-Sponsored Activities and Athletics
Support Services
Student and Instruction Related Services
General Administrative Services
School Administrative Services
Central Services
Plant Operations and Maintenance
Student Transportation 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 and Uses

Net Change in Fund Balances

Fund Balance, Beginning of Year

Fund Balance, End of Year

EXHIBIT B-2

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
13,822,785 $ 1,054,628 14,877,413
42,600 42,600
68,931 68,931
11,478 $ 308 11,786
133,765 § 70,386 - - 204,151
14,079,559 70,386 308 1,054,628 15,204,881
1,817,475 53,257 430 1,871,212
- 252,880 - - 252,880
15,897,034 376,523 788 1,054,628 17,328,973
6,458,049 97,407 6,555,456
2,112,996 187,517 2,300,513
47,792 19,251 67,043
148,318 148,318
2,468,803 72,348 2,541,151
512,323 512,323
931,646 931,646
344,484 344,484
1,743,922 1,743,922
762,550 762,550
92,196 545,000 637,196
9,806 509,628 519,434
131,813 - 9,000 - 140,813
15,764,698 376,523 9,000 1,054,628 17,204,849
132,336 - (8,212) - 124,124
5,467 102,059 107,526
(102,059) - (5,467 - (107,526)
(96,592) - 96,592 - -
35,744 - 88,380 - 124,124
623,217 - 6,919 2 630,138
658,961 § - $ 95,299 $ 2 754,262

The accompanying Notes to the Basic Financial Statements are an Integral Part of this Statement
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FLORHAM PARK BOARD OF EDUCATION

EXHIBIT B-3

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

WITH THE DISTRICT-WIDE STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Total net change in fund balances - governmental funds (Exhibit B-2)

Amounts reported for governmental activities in the statement of
activities are different because:

Capital outlays to purchase or build capital assets are reported in governmental
funds as expenditures. However, for governmental activities those costs are
shown in the statement and allocated over their estimated useful lives as annual
depreciation expense. This is the amount by which depreciation exceeds capital
outlays in the current period.

Capital Outlay
Depreciation Expense

In the statement of activities, certain operating expenses - compensated absences are measured
by the amounts earned during the year. In the governmental funds, however, expenditures
for these items are measured by the amount of financial resources used (paid):

Compensated Absences

Repayment of long-term debt principal is an expenditure in the governmental funds,
but it reduces long-term liabilities in the statement of net assets and does not affect
the statement of activities.

Serial Bonds
Capital Leases

Interest on long-term debt in the statement of activities differs from the amount
reported in the governmental funds because interest is recorded as an
expenditure in the funds when it is due, and thus requires the use of current
financial resources. In the statement of activities, however, interest expense
1s recognized as the interest accrues, regardless of when it is due.

Decrease in Accrued Interest

Change in net assets of governmental activities (Exhibit A-2)

The accompanying Notes to the Basic Financial Statements are an Integral Part of this Statement.
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$ 124,124
$ 140,813
(764,882)
(624,069)
2,671
545,000
92.196
637,196
6,200
$ 146122



FLORHAM PARK BOARD OF EDUCATION
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
AS OF JUNE 30, 2009

ASSETS
Cash and Cash Equivalents

Intergovernmental Receivable, Net
Federal

Total Current Assets

Capital Assets
Equipment
Less: Accumulated Depreciation

Total Capital Assets

Total Assets

NET ASSETS

Invested in Capital Assets
Unrestricted

Total Net Assets

The accompanying Notes to Financial Statements are an integral part of this statement.
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EXHIBIT B-4

Non-Major
Enterprise Fund
Food Service
$ 2,359

1,640

3,999

100,496
(100,000)

496

4,495

496
3,999

$ 4,495



FLORHAM PARK BOARD OF EDUCATION
COMBINING STATEMENT OF REVENUES, EXPENSES AND

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

OPERATING REVENUES

Local Sources
Daily Sales

Total Operating Revenues

OPERATING EXPENSES
Cost of Sales
Salaries and Benefits

Purchased Services
Depreciation

Total Operating Expenses
Operating Loss

Nonoperating Revenues

Federal Sources
Special School Milk Program

Total Nonoperating Revenues

Changes in Net Assets

Total Net Assets, Beginning of Year

Total Net Assets, End of Year

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

PROPRIETARY FUNDS

CHANGES IN NET ASSETS
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EXHIBIT B-5

Non-Major
Enterprise Fund
Food Service

3 9,143
9,143

11,529

1,500

2,470
913

16,412

(7,269)

8,256

8,256

987

3,508

$ 4,495



FLORHAM PARK BOARD OF EDUCATION
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Cash Flows from Operating Activities
Cash Received from Customers
Cash Payments for Employee Salaries

Salaries and Benefits
Cash Payments to Suppliers for Goods and Services

Net Cash Provided by (Used for) Operating Activities

Cash Flows from Noncapital Financing Activities

Cash Received from State and Federal
Subsidy Reimbursements

Net Cash Provided by (Used for) Noncapital
Financing Activities

Net Increase (Decrease) in Cash and Cash
Equivalents

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Reconciliation of Operating Income (Loss) to Net Cash

Provided by (Used for) Operating Activities
Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss) to Net Cash

Provided by (Used for) Operating Activities
Depreciation

Total Adjustments

Net Cash Provided by/(Used for) Operating Activities

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

EXHIBIT B-6

Non-Major
Enterprise Fund
Food Service

$ 9,143

(1,500)
(13,999)

(6,356)
6,985

6,985

629
1,730
b 2,359

5 (7,269)

913

913

3 (6,356)



ASSETS
Cash and Cash Equivalents
Other Receivables
Due from Other Funds

Total Assets
LIABILITIES
Payroll Deductions and Withholdings
Accrued Salaries and Wages
Due to Other Funds
Due to Student Groups

Total Liabilities

NET ASSETS

Held in Trust for Unemployment Claims

and Other Purposes

FLORHAM PARK BOARD OF EDUCATION

EXHIBIT B-7

FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS
AS OF JUNE 30, 2009
Unemployment
Compensation Trust Scholarship Fund Agency Fund
$ 42,141 6,749 30,875
5,123
1,000 - 150
48,264 6,749 31,025
4,516
1,505
150 881
- - 24,123
- 150 31,025
$ 48,264 6,599

The accompanying Notes to the Basic Financial Statements are an Integral Part of this Statement
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EXHIBIT B-8

FLORHAM PARK BOARD OF EDUCATION
FIDUCIARY FUNDS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Unemployment
Compensation Trust Scholarship Fund
ADDITIONS
Contributions
District $ 30,000
Employees 15,369
Investment Eamings
Interest 70 $ 19
Total Additions 45439 19
DEDUCTIONS
Scholarship Awards 150
Unemployment Claims and Contributions 9,236 -
Total Deductions 9,236 150
Change in Net Assets 36,203 (131)
Net Assets, Beginning of Year 12,061 6.730
Net Assets, End of Year $ 48.264 $ 6,599

The accompanying Notes to the Basic Financial Statements are an Integral Part of this Statement
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Florham Park Board of Education (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 seven elected officials and is responsible for the
fiscal control of the District. A superintendent is appointed by the Board and is responsible for the administrative control 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 also has broad financial responsibilities, including the approval of the annual budget and the establishment of a
system of accounting and budgetary controls.

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 Florham Park Board of Education
this includes general operations, food service, the enrichment program 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.

B. District-wide and Fund Financial Statements

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment 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, and other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the
latter are excluded from the district-wide financial statements. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements. The District considers all of its
governmental funds to be major funds.
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

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 and all liabilities associated with these operations (with the exception of the
fiduciary funds) are included on the Statement of Net Assets. 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.

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. Grants and similar awards are
recognized as revenue as soon as all eligibility requirements imposed by the grantor or provider have been met. All other
revenue items are considered to be measurable and available only when cash is received by the District.

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.

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

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 major capital facilities and other capital assets.

The debt service fund accounts for the accumulation of resources for and the payment of principal and interest on
long-term general obligation debt of governmental funds.

The District reports the following non-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 milk to students.
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

Additionally, the government reports the following fund type:

The fiduciary trust fund is used to account for resources legally held in trust for the state unemployment insurance
claims, for private donations for scholarship awards, payroll related activities and student related activities which are
supported and controlled by student organizations and clubs. All resources of the fund, 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.

Private-sector standards of accounting and financial reporting issued by the Financial Accounting Standards Board (FASB)
prior to December 1, 1989, generally are followed in both the district-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting Standards Board
(GASB). Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to this same limitation. The Board has elected not to follow FASB guidance issued
subsequent to December 1, 1989.

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.

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, investment earnings and miscellaneous revenues.

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 is 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.

D. Assets, Liabilities and Net Assets or Equity
1. Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, deposits with the New Jersey Cash
Management Fund 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.
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities and Net Assets or Equity (Continued)
2. Receivables and Payables

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”.

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

Tuition Expenditures - Tuition charges for the fiscal years 2007-2008 and 2008-2009 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.

Property taxes are levied pursuant to law and are collected by the municipality and are transferred to the District as
requested. Property tax revenue is 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 revenues. The tax
bills are mailed annually in June by the municipal tax collector and are levied and due in four quarterly instaliments on
August 1, November 1, February 1 and May 1 of the fiscal year. When unpaid, taxes or any other municipal 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 municipality shall, subject to the provisions of New Jersey Statute, enforce the lien by
placing the property on a tax sale. The municipality may institute annual “in rem” tax foreclosure proceedings to enforce the
tax collection or acquisition of title to the property.

3. Inventories

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

4. Prepaid ltems

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in both
district-wide and fund financial statements.

5. Restricted Assets

Certain assets are classified as restricted on the balance sheet because they are maintained in separate bank accounts and/or
their use is limited by state regulations for capital projects or emergency purposes.
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FLORHAM PARK BOARD OF EDUCATION

NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities and Net Assets or Equity (Continued)

6. 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. Such assets are recorded at historical cost if
purchased or estimated historical cost if constructed. Donated capital assets are recorded at estimated fair market 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 assets lives 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.

Property, plant, and equipment of the primary government is depreciated using the straight line method over the following
estimated useful lives:

Assets Years
Land Improvements 10-30
Buildings 40
Building Improvements 20
Machinery and Equipment 5-20

7. Compensated Absences

It is the District’s policy to permit employees to accumulate (with certain restrictions) earned but unused sick leave benefits.

A long-term liability of accumulated 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.

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 assets.

28



FLORHAM PARK BOARD OF EDUCATION

NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities and Net Assets or Equity (Continued)

9. Fund Equity

Reservations of fund balances of governmental funds are created to either (1) satisfy legal covenants that require a portion of
the fund balance to be segregated or (2) identify the portion of the fund balance that is appropriated for future expenditures.

Reserved for Encumbrances - This reserve was created to represent encumbrances outstanding at the end of the year based
on purchase orders and contracts awarded for which the goods or services have not yet been received at June 30.

Reserved for Capital Reserve Account — This reserve was created by budget appropriation to fund future capital
expenditures (See Note 2B.)

Reserved for Emergency Reserve — This reserve was created to accumulate funds in accordance with State statute to
finance unanticipated general fund expenditures required for a thorough and efficient education.

Reserved for Excess Surplus — This reserve was created to represent the June 30, 2009 audited excess surplus that is
required to be appropriated in the 2010/2011 original budget certified for taxes.

Designations of fund balance represent tentative management plans that are subject to change.

Designated for Subsequent Year’s Expenditures — This designation was created to dedicate the portion of fund balance
appropriated in the adopted 2009/2010 District budget certified for taxes.

10. Reclassifications

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

NOTE 2 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 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, special revenue and debt service funds. The
District is not required to adopt an annual budget for the capital projects fund. The budget is submitted to the county
superintendent and is voted upon at the annual school election on the third Tuesday in April. 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 2008/2009. During 2008/2009 the Board increased the
original budget by $247,430. The increase was funded by additional surplus appropriated, grant awards and the
reappropriation of prior year general fund encumbrances. During the fiscal year authorized and approved fund balance
appropriations of $28,020 and $76,889 of additional general fund surplus were made on March 16, 2009 and April 20,
2009, respectively.
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)
A. Budgetary Information (Continued)

Formal budgetary integration into the accounting system is employed as a management control device during the year. For
governmental funds there are no substantial differences between the budgetary basis of accounting and accounting principles
generally accepted in the United States of America, with the exception of the legally mandated revenue recognition of the
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 reservations of
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. Capital Reserve Account

A capital reserve account was established by the District on October 16, 2000. The accumulation of funds will be used for
capital outlay expenditures in subsequent fiscal years. The capital reserve account is maintained in the general fund and its
activity is included in the general fund annual budget.

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

The activity of the capital reserve for the fiscal year ended June 30, 2009 is as follows:

Beginning balance $ 25,114
Increases:
Interest earnings $ 103
Deposits Approved by Board Resolution 100,000
Transfer from Capital Projects Fund 5,159
105,262
130,376
Withdrawals:
Approved by Board Resolution (25,000)
Ending balance $ 105,376
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

B. Capital Reserve Account (Continued)

The June 30, 2009 LRFP balance of local support costs of uncompleted capital projects is $994,136. The withdrawals from
the capital reserve were for use in a department approved facilities project, consistent with the district’s Long Range
Facilities Plan,

C. Transfers to Capital Qutlay

During the 2007/2008 school year, the district transferred $129,909 to the capital outlay accounts. The transfers were made
from the capital reserve account and undesignated unreserved general fund balance for (i) a transfer to capital projects fund
for the local share of an approved state school facilities project (ii) repairs to Ridgedale Middle School roof and (iii) hot
water system at Ridgedale Middle School approved by the County Superintendent to support an emergent circumstance
pursuant to N.JLA.C. 6A:23A-2.11(c)2.

D. Calculation of Excess Surplus

In accordance with N.J.S.A. 18A:7F-7, as amended, the designation for Reserved Fund Balance — Excess Surplus is a
required calculation pursuant to the New Jersey Comprehensive Educational Improvement and Financing Act of 1996
(CEIFA). New Jersey school districts are required to reserve General Fund fund balance in excess of 2% of budget
expenditures at the fiscal year end of June 30 if they did not appropriate a required minimum amount as budgeted fund
balance in their subsequent year’s budget. The excess fund balance at June 30, 2009 is $61,562. This amount will be
appropriated in the 2010/2011 original budget certified from taxes.

NOTE 3 DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments
Deposits

The Board's deposits are insured through either the Federal Deposit Insurance Corporation (FDIC), Securities Investor
Protection Corporation (SIPC) or New Jersey's Governmental Unit Deposit Protection Act. The New Jersey Governmental
Unit Deposit Protection Act requires all banks doing business in the State of New Jersey to maintain additional collateral in
the amount of 5% of the average public deposits and to deposit these amounts with the Federal Reserve Bank for all deposits
not covered by the FDIC.

Bank balances are insured up to $250,000 in the aggregate by the FDIC for each bank. SIPC replaces cash claims up to a
maximum of $100,000 for each failed brokerage firm. At June 30, 2009, the book value of the Board's deposits was
$661,635 and bank balances of the Board's cash and deposits amounted to $896,159. The Board's deposits which are
displayed on the balance sheets and statement of net assets as “cash and cash equivalents” are categorized as:
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 3 DETAILED NOTES ON ALL FUNDS (Continued)

A. Deposits and Investments (Continued)

Deposits (Continued)

Bank
Depository Account Balance
Insured $ 755,413
Uninsured and Collateralized 140,746
$ 896,159

Custodial Credit Risk — Deposits — Custodial credit risk is the risk that in the event of a bank failure, the government’s
deposits may not be returned to it. The Board does not have a policy for custodial credit risk. As of June 30, 2009 the
Board’s bank balance of $140,746 was exposed to custodial credit risk as follows:

Depository Account

Uninsured and Collateralized:
Collateral held by pledging financial institution's trust department,
not in the Board's name 3 140,746

Investments

The Board is permitted to invest public funds in accordance with the types of securities authorized by N.J.S.A. 18A:20-37.
Examples of the allowable investments are bonds or other obligations of the United States or obligations guaranteed by the
United States of America, Government Money Market Mutual Funds, bonds or other obligations of the school district or
bonds or other obligations of the local unit or units within which the school district is located, Local Government investment
pools, and agreements or the repurchase of fully collateralized securities, if transacted in accordance with the above statute.

As of June 30, 2009, the Board had no outstanding investments.

Investment and interest earnings in the Capital Projects Fund are assigned to the General Fund in accordance with Board
policy.
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FLORHAM PARK BOARD OF EDUCATION

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 3 DETAILED NOTES ON ALL FUNDS (Continued)

B. Receivables

Receivables as of year-end for the district’s individual major funds, nonmajor and fiduciary funds in the aggregate,

including the applicable allowances for uncollectible accounts, are as follows:

Non-Major
Special Capital Enterprise Fiduciary
General Revenue Projects Fund Funds Total

Receivables:

Intergovernmental $ 39,632 § 256,574 § 65,988 § 1,640 $ 363,834
Other - - - - 5 5,123 5,123
Gross Receivables 39,632 256,574 65,988 1,640 5,123 368,957
Less: Allowance for

Uncollectibles - - - - -
Net Total Receivables  $ 39,632 § 256,574 § 65,988 § 1,640 $ 5,123 § 368,957

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection
with resources that have been received, but not yet earned. At the end of the current fiscal year, the various components

of deferred revenue reported in the governmental funds were as follows:

Special Revenue Fund
Unencumbered grant draw downs
Capital Projects Fund
Unrealized School Facility Grants

Total deferred revenue for governmental funds
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 3 DETAILED NOTES ON ALL FUNDS (Continued)

C. Capital Assets

Capital asset activity for the year ended June 30, 2009 was as follows:

Governmental Activities:
Capital assets, not being depreciated:

Land
Construction in Progress

Total capital assets, not being depreciated

Capital assets, being depreciated:

Land Improvements

Building and Building Improvements
Machinery and Equipment

Total capital assets being depreciated

Less accumulated depreciation for:
Land Improvements

Building and Building Improvements
Machinery and Equipment

Total accumulated depreciation
Total assets, being depreciation, net

Government activities capital assets, net

Beginning Ending
Balance Increases Balance
$ 1,156,663 1,156,663
- $ 9,000 9,000
1,156,663 9,000 1,165,663
1,369,190 1,369,190
22,119,835 § 41,100 22,160,935
2,071,501 90,713 $ 2,162,214
25,560,526 131,813 25,692,339
(594,576) (86,854) (681,430)
(6,049,655) (542,966) (6,592,621)
(1,701,306) (135,062) (1,836,368)
(8,345,537 (764,882) (9,110,419)
17,214,989 (633,069) 16,581,920
18,371,652 $ (624,069) $ $ 17,747,583
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FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 3 DETAILED NOTES ON ALL FUNDS (Continued)

C. Capital Assets (Continued)

Beginning Ending
Balance Increases Decreases Balance

Business-Type Activities:
Capital assets, being depreciated:

Machinery and Equipment $ 100,496 - - $ 100,496

Total capital assets being depreciated 100,496 - - 100,496

Less accumulated depreciation for:

Machinery and Equipment (99,087) $ (913) - (100,000)

Total accumulated depreciation (99,087) (913) - (100,000)

Total capital assets, being depreciated, net 1,409 (913) - 496
Business-type activities capital assets, net $ 1,409 § 913) $ - $ 496
Depreciation expense was charged to functions/programs of the primary government as follows:
Governmental Activities:
Instruction

Regular $ 13,078

Special Education 483
Total Instruction 13,561
Support Services

Student and Instructional Related Services 12,579

General Administrative Services 6,528

School Administrative Services 32,764

Central Services 727

Plant Operations and Maintenance 657,424

Pupil Transportation 41,299
Total Support Services 751,321
Total depreciation expense - governmental activities $ 764,882

Business-Type Activities:
Food Service Fund
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NOTE 3 DETAILED NOTES ON ALL FUNDS (Continued)
C. Capital Assets (Continued)

Construction commitments

The District has the following active construction projects as of June 30, 2009:

Remaining
Project Commitment
Partial Roof Replacement at Ridgedale Middle
School Media Center $ 103,817

D. Interfund Receivables, Pavables, and Transfers

The composition of interfund balances as of June 30, 2009, is as follows:

Due to/from other funds

Receivable Fund Payable Fund
General Fund Agency Fund

General Fund Special Revenue Fund
Unemployment Trust Fund General Fund

Total

Amount
$ 881
198,641
1,000
200522

The above balances are the result of revenues earned in one fund which are due to another fund and/or to cover cash
balances which were in an overdraft position. The District expects all interfund balances to be liquidated within one

year.

Interfund transfers

Transfer In:
Capital
General Projects Total
Transfer Out:
General Fund $ 102,059 $ 102,059
Capital Projects Fund $ 5,467 - 5,467
Total $ 5467 $ 102,059 $ 107,526

The above transfers are the result of revenues earned in one fund to finance expenditures or deficits in another fund.
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E. Leases

Capital Leases

The District is leasing school buses, trucks and equipment totaling $343,689 under capital leases. The leases are for
terms of 3 to 5 years.

The capital assets acquired through capital leases are as follows:

Governmental
Activities

Machinery and Equipment $ 343,689

The future minimum lease obligations and the net present value of these minimum lease payments as of June 30, 2009
were as follows:

Governmental
Year Ending June 30 Activities

2010 $ 60,903

2011 54,550

2012 13,775

2013 13,775

Total minimum lease payments 143,003
Less: amount representing interest (11,880)

Present value of minimum lease payments h) 131,123

F. Long-Term Debt

General Obligation Bonds

The Board issued general obligation bonds to provide funds for the acquisition and construction of major capital
facilities. The full faith and credit of the Board are irrevocably pledged for the payment of the principal of the bonds and
the interest thereon.

Bonds payable at June 30, 2009 are comprised of the following issues:

$4,950,000, 1994 Bonds, due in annual

installments of $410,000

through December 15, 2009, interest at 6.20% $ 410,000

$10,940,000, 2002 Bonds, due in annual

installments of $165,000 to $960,000

through July 15, 2022, interest at 4.2% to 4.75% 10.505.000
$10.915.000
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F. Long-Term Debt (Continued)

The Board's schedule of principal and interest for long-term debt issued and outstanding is as follows:

Governmental Activities:

Serial Bonds

Fiscal Year Principal Interest Total
2010 $ 575,000 $ 478,011 $ 1,053,011
2011 605,000 449,131 1,054,131
2012 635,000 423,091 1,058,091
2013 665,000 395,458 1,060,458
2014 695,000 366,218 1,061,218

2015-2019 3,980,000 1,339,903 5,319,903

2018-2023 3,760,000 359,851 4,119,851

$ 10915000 $ 3,811,663 $ 14,726,663

Statutory Borrowing Power

The Board's remaining borrowing power under N.J.S. 18A:24-19, as amended, at June 30, 2009 was as follows:

3% of Equalized Valuation Basis (Municipal) $ 97,102,876
Less: Net Debt 10,915,000
Remaining Borrowing Power $ 86,187,876

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2009, was as follows:

Due
Beginning Ending Within
Balance Additions Reductions Balance One Year
Governmental Activities:
Bonds Payable $ 11,460,000 $ 545,000 $ 10,915,000 $ 575,000
Capital Leases Payable 223,319 92,196 131,123 54,302
Compensated Absences 333,631 $ 43,776 46,447 330,960 45,000
Governmental Activity
Long-Term Liabilities $ 12,016,950 § 43,776 $ 683,643 § 11,377,083 $ 674,302

For the governmental activities, compensated absences are generally liquidated by the general fund.
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NOTE 4 OTHER INFORMATION

A. Risk Management

The District is exposed to various risks of loss related to property, general liability, automobile coverage, theft of, damage to
and destruction of assets; errors and omissions; injuries to employees; student accident; termination of employees and
natural disasters. The Board has obtained commercial insurance coverage to guard against these events to minimize the
exposure to the District should they occur.

The District is a member of the New Jersey School Boards Association Insurance Group. The Group is a risk sharing public
entity pool, established for the purpose of insuring against worker's compensation claims.

The relationship between the Board and the insurance funds is governed by a contract and by-laws that have been adopted by
resolution of each unit's governing body. The Board is contractually obligated to make all annual and supplementary
contributions to the funds, to report claims on a timely basis, cooperate with the management of the funds, its claims
administrator and attorneys in claims investigation and settlement, and to follow risk management procedures as outlined by
the funds. Members have a contractual obligation to fund any deficit of the funds attributable to a membership year during
which they were a member.

The New Jersey School Boards Association Insurance Group provide its members with risk management services, including
the defense of and settlement of claims and to establish reasonable and necessary loss reduction and prevention procedures
to be followed by the members. Complete financial statements of the respective insurance funds are on file with the School's
Business Administrator.

There has been no significant reduction in insurance coverage from the previous year nor have there been any settlements in
excess of insurance coverage’s in any of the prior three years.

The District has elected to fund its New Jersey Unemployment Compensation Insurance under the “Benefit Reimbursement
Method”. Under this plan the District is required to reimburse the New Jersey Unemployment Trust Fund for benefits paid
to its former employees and charged to its account with the State. The District is billed quarterly for amounts due to the
State. The following is a summary of District contributions, employee contributions, reimbursements to the State for
benefits paid and the ending balance of the District’s fiduciary trust fund for the current and previous two years:

District Employee Amount Ending

Fiscal Year Contributions Contributions Reimbursed Balance
2009 $ 30,000 $ 15,369 $ 9,236 $ 48,264
2008 20,000 14,423 24,363 12,061
2007 17,000 11,065 30,630 1,949
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NOTE 4 OTHER INFORMATION (Continued)

B. Contingent Liabilities

Pending Litigation - The District is a party defendant in some lawsuits, none of a kind unusual for a school district of its
size and scope of operation. In the opinion of the Board's Attorney the potential claims against the District not covered by
insurance policies would not materially affect the financial condition of the District.

Federal and State Awards - The Board participates in a number of federal and state programs that are fully or partially
funded by grants received from other governmental units. Expenditures financed by grants are subject to audit by the
appropriate grantor government. If expenditures are disallowed due to noncompliance with grant program regulations, the
Board may be required to reimburse the grantor government. As of June 30, 2009, significant amounts of grant expenditures
have not been audited by the various grantor agencies but the Board believes that disallowed expenditures, if any, based on
subsequent audits will not have a material effect on any of the individual governmental funds or the overall financial position
of the District.

C. Federal Arbitrage Regulations

The District is subject to Section 148 of the Internal Revenue Code as it pertains to the arbitrage rebate on all tax-exempt
obligations, both long and short-term debt. Under the 1986 Tax Reform Act, the Internal Revenue Service (IRS) required
that all excess earnings from investment proceeds be rebated to the IRS. Arbitrage, for purposes of these regulations, is
defined as the difference between the yield on the investment and the yield on the obligations issued. If there are excess
earnings, this amount may be required to be rebated to the IRS. At June 30, 2009, the District had not estimated its arbitrage
earnings due to the IRS, if any.

D. Employee Retirement Systems and Pension Plans

The State of New Jersey sponsors and administers the following contributory defined benefit public employee retirement
systems (retirement systems) covering substantially all eligible Board employees:

Public Employees’ Retirement System (PERS) — Established in January 1955, under the provisions of N.J.S.A. 43:15A to
provide coverage, including post-retirement health care, to substantially all full time employees of the State or any county,
municipality, school district, or public agency provided the employee is not a member of another State-administered
retirement system. Membership is mandatory for such employees and vesting occurs after 8 to 10 years of service for
pension benefits and 25 years for post-retirement health care coverage.

Teachers’ Pension and Annuity Fund (TPAF) — Established in January 1955, under the provisions of N.J.S.A. 18A:66 to
provide coverage including post-retirement health care to substantially all full time certified teachers or professional staff of
the public school systems in the State. Membership is mandatory for such employees and vesting occurs after 10 years of
service for pension benefits and 25 years for post-retirement health care coverage.

Other Pension Funds
The State established and administers a Supplemental Annuity Collective Trust Fund (SACT) which is available to active
members of the State-administered retirement systems to purchase annuities to supplement the guaranteed benefits provided

by their retirement system. The state or local government employers do not appropriate funds to SACT.

The cost of living increase for PERS and TPAF, are funded directly by each of the respective systems and are considered in
the annual actuarial calculation of the required State contribution for the system.
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D. Employee Retirement Systems and Pension Plans (Continued)

Other Pension Funds (Continued)

According to state law, all obligations of each retirement system will be assumed by the State of New Jersey should any
retirement system be terminated. '

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly available financial
reports that include the financial statements and required supplementary information of each of the above systems, funds,
and trust. The financial reports may be accessed via the State of New Jersey, Department of the Treasury, Division of
Pensions and Benefits, website at www.state.nj.us/treasury/pensions.

Basis of Accounting

The financial statements of the retirement system are prepared on the accrual basis of accounting. Employer contributions
are recognized when payable to the retirement system. Benefits or refunds are recognized when due and payable in
accordance with the terms of the retirement system.

Investment Valuation

Investments are reported at fair value. Securities traded on a national or international exchange are valued at the last
reported sales price at current exchange rates. Mortgages are valued on the basis of future principal and interest payments,
and are discounted at prevailing interest rates for similar instruments. The fair value of real estate investments is based on
independent appraisals. Investments that do not have an established market are reported at estimated fair values.

The State of New Jersey, Department of the Treasury, Division of Investment, issues publicly available financial reports that
include the financial statements of the State of New Jersey Cash Management Fund, Common Pension Fund A, Common
Pension Fund B, Common Pension Fund D and Common Pension Fund E. The financial reports may be obtained in writing
to the State of New Jersey, Department of the Treasury, Division of Investment, P.O. Box 290, Trenton, New Jersey 08625-
0290.

Significant Legislation

P.L. 2007, ¢.92, implemented certain recommendations contained in the December 1, 2006 report of the Joint Legislative
Committee on Public Employee Benefits Reform: established a Defined Contribution Retirement Program (DCRP) for
elected and certain appointed officials, effective July 1, 2007; closed the Workers’ Compensation Judges part of PERS to
new members, effective July 1, 2007; eliminated the four percent fixed rate of interest for loans from the defined benefit
plans and provided that the rate of interest will be set by the State Treasurer at a commercially reasonable rate as required by
the Internal Revenue Code and permitted that an administrative processing fee may be charged for such loans. It also
removed language from existing law that permits the State Treasurer to reduce employer pension contributions needed to
fund the system when excess assets are available.

P.L. 2007, ¢.103, certain parts effective July 1, 2007, provided for the following: changed employee contribution rates of
TPAF, PERS (State employees only) and DCRP to 5.5 percent of annual compensation; imposed an annual maximum wage
contribution base and a new retirement age to new employees; implemented changes to State Health Benefits Program
(SHBP) and established for State employees an employee contribution of 1.5 percent of the employee’s base salary.
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NOTE 4 OTHER INFORMATION (Continued)

D. Employee Retirement Systems and Pension Plans (Continued)

Significant Legislation (Continued)

Public Law 2009, c.19 (S-21) was enacted on March 17, 2009 and allows the Division of Pensions and Benefits to provide
non-state government pension system employers the option of paying the full amount, or an amount that reflects a 50 percent
reduction of the normal and accrued liability component of the PERS and/or PFRS obligations for payments due in the State
fiscal year ending June 30, 2009. These payments were due on April 1, 2009.

Funding Status and Funding Progress

As of June 30, 2007, the most recent actuarial valuation date, the aggregate funded ratio for all the State administered
retirement systems including TPAF and PERS, is 76.0 percent with an unfunded actuarial accrued liability of $28.4 billion.

The funded status and funding progress of the retirement systems is based on actuarial valuations which involve estimates of
the value of reported amounts and assumptions about the probability of events far into the future. These amounts are subject
to continual revision as actual results are compared to past expectations and new estimates are made about the probability of
future events.

Actuarial calculations reflect a long-term perspective and are based on the benefits provided under the terms of the
retirement systems in effect at the time of each valuation and also consider the pattern of the sharing of costs between the
employer and members at that point in time. The projection of benefits for financing reporting purposes does not explicitly
incorporate the potential effects of legal or contractual limitations on the pattern of cost sharing between the employer and
members in the future.

Actuarial Methods and Assumptions

In the June 30, 2007 actuarial valuation, the projected unit credit was used as the actuarial cost method, and the five year
average of market value was used as the asset valuation method for the retirement systems. The actuarial assumptions
included (1) 8.25 percent for investment rate of return for the retirement systems and (2) 5.45 percent for projected salary
increases for the PERS and 5.74 percent for TPAF.

Employer and Employee Pension Contributions

The contribution policy is set by laws of the State of New Jersey and, in most retirement systems, contributions are required
by active members and contributing employers. Plan member and employer contributions may be amended by State of New
Jersey legislation. The pension funds provide for employee contributions based on 5.0% for PERS and 5.5% for TPAF of
the employee’s annual compensation. Employers are required to contribute at an actuarially determined rate in all Funds
except the SACT. The actuarially determined employer contribution includes funding for cost-of-living adjustments and
noncontributory death benefits in the PERS and TPAF.

Annual Pension Costs (APC)

During the year ended June 30, 2008 for TPAF, which is a cost sharing plan with special funding situations, annual pension
costs differ from the annual required contribution. For PERS, which is a cost sharing multi-employer defined benefit
pension plan, the annual pension cost equals the annual required contribution. TPAF employer contributions are made
annually by the State of New Jersey to the pension system on behalf of the Board. PERS employer contributions are made
annually by the Board to the pension system in accordance with Chapter 114, P.L. 1997.

42



FLORHAM PARK BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 4 OTHER INFORMATION (Continued)

D. Employee Retirement Systems and Pension Plans (Continued)

Annual Pension Costs (APC) (Continued)

During the years ended June 30, 2009, 2008 and 2007 the Board was required to contribute for PERS and the State of New
Jersey was required to contribute for TPAF for normal cost pension contributions the following amounts:

Year Ended On-behalf
June 30 PERS TPAF
2009 $ 115,069 $ 22,698
2008 81,518 503,549
2007 47,648 488,422

Also, in accordance with N.J.S.A. 18A:66-66 the State of New Jersey reimbursed the Board $528,735 during the year ended
June 30, 2009 for the employer’s share of social security contributions for TPAF members as calculated on their base
salaries. This amount, along with the on-behalf TPAF pension contribution, has been included in the district-wide financial
statements and the fund financial statements as a revenue and expenditure in accordance with GASB No. 24.

E. Post-Retirement Medical Benefits

The State of New Jersey sponsors and administers the post-retirement health benefit program plans for school districts.

As a result of implementing Governmental Accounting Standards Board (GASB) Statement No. 43, Financial Reporting for
Post-employment Benefit Plans Other than Pension Plans (OPEB), effective for Fiscal Year 2007, the State Health Benefits
Program (SHBP), and the Prescription Drug Program (PDP), and Post-Retirement Medical (PRM) of the PERS and TPAF
are combined and reported as Pension and Other employee Benefit Trust funds in the State’s Comprehensive Annual
Financial Report (CAFR). Specifically, SHBP-State, PDP-State, and the PRM of the PERS are combined and reported as a
fund Health Benefits Program Fund — State classified as a single employer plan. The SHBP-Local, PDP-Local, and the PRM
of the TPAF are combined and reported as a separate fund Health Benefits Program Fund —Local in the State’s CAFR. The
health benefit programs had a total of 452 state and local participating employers and contributing entities for Fiscal Year
2008.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly available financial
reports that include the financial statements and required supplementary information of the above Funds. The financial
reports may be accessed via the State of New Jersey, Department of the Treasury, Division of Pensions and Benefits website
at www.state.nj.us/treasury /pensions.

Basis of Accounting
The financial statements of the health benefit programs are prepared on the accrual basis of accounting. Employer

contributions are recognized when payable to the health benefit programs. Benefits or refunds are recognized when due and
payable in accordance with the terms of the health benefit programs.
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D. Employee Retirement Systems and Pension Plans (Continued)

Investment Valuation

Investments are reported at fair value. Investments that do not have an established market are reported at estimated fair
values.

Funded Status and Funding Progress

As of June 30, 2007, the most recent actuarial valuation date, the State had a $50.6 billion unfunded actuarial accrued
liability for other postemployment benefits (OPEB) which is made up to $18.4 billion for state active and retired members
and $32.2 billion for education employees and retirees that become the obligation of the State of New Jersey upon
retirement.

The funded status and funding progress of the OPEB is based on actuarial valuations which involve estimates of the value of
reported amounts and assumptions about the probability of events in the future. These amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the probability of future
events.

Actuarial calculations reflect a long-term perspective and are based on the benefits provided under the terms of the OPEB in
effect at the time of each valuation and also consider the pattern of the sharing of costs between the employer and members
at the point in time. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential
effects of legal contractual funding limitations on the pattern of cost sharing between the employer and members in the
future.

Actuarial Methods and Assumptions

In the June 30, 2007, actuarial valuation, the projected unit credit was used as the actuarial cost method, and the market
value was used as asset valuation method for the OPEB. The actuarial assumptions included 4.50 percent for investment rate
of return for the OPEB.

Post-Retirement Medical Benefits Contributions

P.L. 1987, c. 384 and P.L. 1990, c.6 required the Teachers’ Pension and Annuity Fund (TPAF) and Public Employees’
Retirement System (PERS), respectively to fund post-retirement medical benefits for those State employees and education
employees who retire after accumulating 25 years of credited service or on a disability retirement. P.L.2007, c.103 amended
the law to eliminate the funding of post-retirement medical benefits through the TPAF and PERS. It created separate funds
outside of the pension plans for the funding and payment of post-retirement medical benefits for retired State employees and
retired educational employees. As of June 30, 2008, there were 80,181 retirees receiving post-retirement medical benefits.
The cost of these benefits is funded through contributions by the State and in accordance with P.L. 1994, c.62. Funding of
post-retirement medical benefits changed from a pre-funding basis to a pay-as-you-go basis beginning in Fiscal Year 1994.

The State is also responsible for the cost attributable to P.L. 1992, c.126, which provides free health benefits to members of
PERS and the Alternate Benefit Program who retired from a board of education with 25 years of service. The State paid
$116.0 million toward Chapter 126 benefits for 12,545 eligible retired members in fiscal year 2008.



