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2) ECONOMIC CONDITION:

The Borough of Highlands is located in Monmouth County on the Shrewsbury River at the easterly tip of
Central New Jersey encompassing .67 square miles, Highlands offers magnificent views of the Atlantic
Ocean, Sandy Hook, New York City, New York Harbor, and the Verrazano Narrows Bridge. The borough
is situated along the waterfront and is comprised mainly of marinas, restaurants, residences and seasonal
homes. The mountainous areas contain mostly residences, condominiums and hotels. Highlands most
historic site is the Twin Lights, built in 1862.

3) INTERNAL ACCOUNTING CONTROLS:

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

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

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

4) 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,
the special revenue fund, and the debt service fund. Project-length budgets are approved for the capital
improvements accounted for in the capital projects fund. The final budget amount as amended for the fiscal
year is reflected in the financial section.

An encumbrances accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either canceled or are included as reappropriations of fund
balance in the subsequent year. Those amounts to be reappropriated are reported as reservations of fund
balance at June 30, 2020,

5) ACCOUNTING SYSTEM AND REPORTS:

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

6) CASH MANAGEMENT:

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

The Honorable President and
Members of the Board of Education
Highlands Board of Education
County of Monmouth, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Board of Education of the Highlands School District (the “District”) in the County of
Monmouth, as of and for the fiscal year ended June 30, 2020, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

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



Other Matters
Required Supplementary Information

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

Other Information

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

The accompanying supplementary schedules such as the combining and individual non-major fund financial statements, schedule of
expenditures of federal awards as required by the Uniform Guidance and schedule of expenditures of state financial assistance as required
by New Jersey OMB Circular 15-08 are the responsibility of management and were derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplementary schedules and the schedule of expenditures of federal awards as required by the Uniform
Guidance and the schedule of state financial assistance as required by New Jersey OMB Circular 15-08 are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 18, 2020 on our consideration of the
District’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters, The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.

(Ul 5 Mot

Allen B. Shechter
Licensed Public School Accountant No. 2183
Certified Public Accountant

December 18, 2020
Neptune, New Jersey
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Enterprise Fund

The Enterprise Fund uses the same basis of accounting as business-type activities; therefore, those statements
are essentially the same.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
District-Wide and fund financial statements. The notes to the financial statements can be found on pages
24 to 49 of this report.

The School District as a Whole

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

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

depreciation of capital assets.

Table 1 provides a summary of the School District’s net position for 2020 and 2019,

Table 1
Net Position

2020 2019
Assets
Current and Other Assets 1,791,733 1,535,748
Capital Assets, Net 1.909.617 1.799.345
Total Assets $3.701.350 $3.335.093
Deferred Outflows of Resources
Deferred Qutflows Related to Pensions $ 160,142 $_212.020
Liabilities
Current Liabilities 138,311 90,113
Long-Term Liabilities 835.394 898.566
Total Liabilities $ 973,705 $_988.679
Deferred Inflows of Resources
Deferred Commodities Revenue 1,050 1,564
Deferred Qutflows Related to Pensions 313,143 318,162
Total Deferred Inflows of Resources 314.193 319.726
Net Position
Investment in Capital Assets, Net of Related Debt 1,909.617 1,799,345
Restricted 979,301 1,155,002
Unrestricted (315.324) (715.639)
Total Net Position $2.573.594 $2.238.708
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Table 2 shows the changes in net position for fiscal year 2020 and 2019.

Revenues
Program Revenues:
Charge for Services
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:
Property Taxes
State Formula Aid
Other

Total Revenues

Program Expenses
Instruction

Student Support Services
Food Service
Other
Total Expenses

Increase (Decrease) in Net Position

Governmental Activities

The unique nature of property taxes in New Jersey creates the need to annually seek voter approval for the
School District operations. Effective January 17, 2012, P.L. 2011 ¢.202 eliminated the annual voter
referendum on budgets which meet the statutory tax levy cap limitations. Property taxes made up 67.27%
of revenues for governmental activities for the Highlands School District for the fiscal year 2020. Federal
and state grants accounted for another 22.45% of revenues.

Program expenses include instruction that comprise 53.35% of the total expenses. Support services comprise

44 84 % of total expenses.

Table 2
Changes in Net Position

12

2020

19,579
1,347.236
0

4,036,502
564,229
32,497

$6,000,043

3,022,085
2,540,026
103,046

0

$5.665,157

5_334.886

60,201
1,524,833
0

3,767,561
630,230
13.272

—_—

$5.996,097

3,338,266
2,459,710

124,563
S—

$5,922.539

$__73.558



The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services for the year ended June 30, 2020, Table 3 shows the total cost of services and the
net cost of services. The net cost shows the financial burden that was placed on the District’s taxpayers by
each of these functions.

Table 3
Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services
2020 2020 2019 2019
Instruction 3,022,085 2,116,310 3,338,266 2,238,469
Support Services:
Pupil and Instructional Staff 1,574,229 1,252,895 1,407,892 1,108,123
Administration 385,048 344,661 408,902 359,617
Operation & Maintenance of Facilities 438,585 419,256 433,697 414,367
Pupil Transportation 142,163 141.970 209,219 209.219
Total Expenses $5.562.110 $4.275.092 $5.797.976  $4.329.795

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

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

Administration includes expenses associated with administrative and financial supervision of the district.

Operation & Maintenance of facilities activities involve keeping the school grounds, buildings and equipment
in an effective working condition.

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

The School District’s Fund

Information about the School District’s governmental funds start on page 17. These funds are accounted for
using the modified accrual basis of accounting. All governmental funds had total revenues and other
financing sources of $5,813,127 and expenditures of $5,579,636.

At the end of the current fiscal year, the Board’s governmental funds reported combined ending fund
balances of $1,629,633. Of this fund balance, $181,414 is unassigned which is available for spending at the
Board’s discretion. The remainder of fund balance is restricted or assigned to indicate that it is not available
for spending because it has already been committed (1) for capital reserve $225,000, (2) for maintenance
reserve $186,546, (3) for excess surplus $493,583, (4) for excess surplus designated for subsequent year’s
expenditures $485,718, (5) for year-end encumbrances $57,372. Unassigned general fund balance represents
3.54% ¢ ot general fund expenditures.
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HIGHLANDS SCHOOL DISTRICT

Statement of Net Position

June 30, 2020

ASSETS:

Cash and Cash Equivalents

Receivables, Net

Inventory

Restricted Assets:
Capital Reserve Account -~ Cash
Maintenance Reserve Account - Cash

Capital Assets, Net (Note 6)

Total Assets

DEFERRED OUTFLOWS OF RESOURCES:
Deferred Qutflows Related to Pensions (Note 12)

LIABILITIES:
Other Payable
Unearned Revenue
Nencurrent Liabilities (Note 7):
Due Within One Year
Due Beyond One Year
Net Pension Liability (Note 12)

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:
Deferred Commodities Revenue
Deferred Inflows Related to Pensions (Note 12)

Total Deferred Inflows
of Resources

NET POSITION:
Investment in Capital Assets, Net of Related Debt
Restricted for:
Debt Service
Other Purposes
Unrestricted

Total Net Position

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

Governmental
Activities

1,320,491.05
24,882.24
.00

225,000.00
186,546.00
1.890,083.00

3.647.002.29

160.142.00

11,991.70
115,294.66

9,346.76
43,433.50
791.,960.00
972.026.62

00
313.143.00

313.143.00

1,890,083.00

A7
979,300.97

(347,409.47})

$2,521.974.67
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Business-Type

Exhibit A-1

Activities Total
16,170.12 1,336,661.17
15,083.34 319,965.58
3,560.37 3,560.37
.00 225,000.00
.00 186,546.00
19.533.88 1.909.616.88
54.347.71 3,701,350.00
.00 160,142.00
1,678.30 13,670.00
.00 115,294.66
.00 9,346.76
.00 43,433.50
.00 791,960.00
1,678.30 973.704.92
1,049.71 1,049.71
.00 313.143.00
1.049.71 314.192.71
19,533.88 1,909,616.88
.00 17
.00 979,300.97
32,085.82 (315,323.65)
51,619.70 2.573,594.37
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For the Fiscal Year Ended June 30, 2020

HIGHLANDS SCHOOL DISTRICT

Statement of Activities

Program Revenues

Net (Expense)

Exhibit A-2

Revenue and Changes

In Net Position

Indirect  Charges Operating Capital

Expense for Grants & Grants & Governmental Business-Type
Functions/Programs Expenses Allocation Services Contributions Contributions __ Activities Activities Total
GOVERNME TAL ACTIVITIES:

Instruction:

Regular Instruction 1,709,261.08 446,734.31 00 703,835.11 00 (1,452,160.28) 00 (1,452,160.28)
Special  ucation Instruction 458,789.90 176,768.38 00 145,578.62 00 (489,979.66) 00 (489,979.66)
Other it uction 166,951.91 63,579.54 .00 56,361.05 .00 {174,170.40) .00 (174,170.40)

Support Services:

Tuition 193,175.59 .00 .00 .00 .00 (193,175.39) .00 (193,175.59)
Student Instruction Related Services 1,138,193.25 242 85992 00 321,333.59 00 (1,059,719.38) 00 (1,059,719.58)
General diministrative Services 147,141.54 4,180.91 .00 302.83 .00 (131,019.62) .00 (151,019.62)
School Administration Services 107,469.78 45,585.02 .00 39,733.48 .00 (113,321.32) .00 (113,321.32)
Central  rvices 75,770.40 4,900.09 .00 350.61 .00 (80,319.88) 00 (80,519.88)
Plant O ations and Maintenance 430,341.54 8,243.91 .00 19,329.84 .00 {419,255.61) 00 (419,255.61)
Pupil T sportation 141,229.20 933.98 .00 19321 00 (141,969.97) .00 (141,969.97)
Unallocated Benefits 890,736.06 (890,736.06) .00 .00 .00 (.00} .00 (.00}
Unallocated Depreciation 103.050.00 {103.030.00} .00 .00 .00 {.00) .00 (.00)

Total Governmental Activities $5.562,110.25 .00 .00 1,287,018.34 00 (4,275.091.91) 00 (4,275.091.91)

BUSINESS-TYPE ACTIVITIES:

Fooc zrvice 103.046.39 .00 19.578.82 60.217.39 .00 {.00) (23,250.18) {23.250.18)
Total Business-Type Activities 103.046.39 .00 19.578.82 60.217.39 .00 (.00) (23.250.18) (23.250.18)
Total Primary Government $5.665,156.64 .00 19.578.82 1,347,235.73 00 {4275.091.91) (23.250.18) (4.298,342.09)

GENERAL REVENUES:
Taxes:
Property Taxes Levied for General Purposes, Net 4,036,502.00 .00 4,036,502.00
State Aid Not Restricted 564,228.68 .00 564,228.68
Investment Earnings 24,845.87 .00 24,845.87
Miscellaneous Income 7.651.81 .00 7.651.81
Total General Revenues, Special Items, Extraordinary Items and Transfers 4.633,228.36 .00 4,633,228.36
Change in Net Position 358,136.45 (23,250.18) 334,886.27
Net Position - Beginning of Fiscal Year 2.163.83822 74.869.88 2,238,708.10

Net Position - Ending of Fiscal Year $2.521.974.67 51,619.70 2,573,594 .37

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












HIGHLANDS SCHOOL DISTRICT

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds

To the Statement of Activities
Governmental Funds
For the Fiscal Year Ended June 30, 2020

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

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

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

Depreciation Expense
Capital Outlay

Payment of capital lease principal is an expenditure in the government funds, but the
repayment reduces long-term liabilities in the statement of net position and is not
reported in the statement of activities.

District pension contributions are reported as expenditures in the governmental funds
when made. However, Per GASB No. 68 they are reported as deferred outflows of re-
sources in the Statement of Net Position because the reported net pension liability is
measured a year before the District’s report date. Pension expense, which is the change
in the net pension liability adjusted for changes in deferred outflows and inflows of re-
sources related to pensions, is reported in the Statement of Activities.

District Pension Contribution - PERS 2020
Less: Pension Expense

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

Per GASB No. 68 Non-employer contributing entities are required to record an in-
crease in revenue and expense for On-behalf TPAF pension payments paid by the
State of New Jersey on the Statement of Activities that are in excess of those amounts
reported in the fund financial statements.

Increase in On-behalf State Aid TPAF Pension Revenue
Increase in On-behalf TPAF Pension Expense

Per GASB No. 75 Non-employer contributing entities are required to record an in-
crease in revenue and expense for On-behalf TPAF & PERS post-retirement medical
payments paid by the State of New Jersey on the Statement of Activities that are in
excess of those amounts reported in the fund financial statements,

Decrease in On-behalf State Aid TPAF & PERS Post-Retirement Medical Revenue
Decrease in On-behalf State Aid TPAF & PERS Post-Retirement Medical Expense

Change in net position of governmental activities
The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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Exhibit B-3

233,490.71

(103,050.00)
209.610.00 106,560.00

11,118.97

42,940.00
(31.352.000) 11,588.00

(4,621.23)
158,070.00
(158.070.00) .00
(50,950.00)
50.950.00 00

$358,136.45



























HIGHLANDS SCHOOL DISTRICT
NOTES TO THE FINANCTAL STATEMENTS (CONTINUED)
JUNE 30,2020

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

C. Basis of Presentation, Basis of Accounting (Cont’d):

Basis of Presentation (Cont’d):

The District reports the following proprietary fund:

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

Enterprise Funds: The enterprise funds accounts for all revenues and expenses pertaining to the Board’s cafeteria
operations. The food service fund is utilized to account for operations that are financed and operated in a manner similar
to private business enterprises. The stated intent is that the cost (ie. expenses including depreciation and indirect costs)
of providing goods or services to the students on a continuing basis are financed or recovered primarily through user
charges.

Additionally, the District reports the following fund type:

Fiduciary Funds: The fiduciary funds are vsed to account for assets held by the District on behalf of others and
includes the Student Activities Fund and Payroll Agency Fund.

Basis of Accounting:

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements.

District-Wide, Proprietary, and Fiduciary Fund Financial Statements: The District-Wide financial statements are prepared
using the economic resources measurement focus and the accrual basis of accounting. Governmental funds use the modified
accrual basis of accounting; the enterprise fund and fiduciary funds use the accrual basis of accounting, Differences in the
accrual and modified accrual basis of accounting arise in the recognition of revenue, the recording of deferred revenue, and
in the presentation of expenses versus expenditures. Ad Valorem (Property) Taxes are susceptible to accrual as under New
Jersey State Statute a municipality is required to remit to its school district the entire balance of taxes in the amount voted
upon or certified, prior to the end of the school year. The District records the entire approved tax levy as revenue (accrued)
at the start of the fiscal year, since the revenue is both measurable and available. The District is entitled to receive monies
under the established payment schedule and the unpaid amount is considered to be an “accounts receivable”. Revenue from
grants, entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. “Measurable” means the amount of the transaction can be determined and “available™ means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current pertod.
Expenditures are recorded when the related fund liability is incurred, except for principal and interest on general long-term
debt, claims and judgments, and compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general long-
term debt and acquisitions under capital leases are reported as other financing sources.

All governmental and business-type activities and enterprise funds of the District follow FASB Statements and

Interpretations issued on or before November 30, 1989, Accounting Principles Board Opinions, and Accounting Research
Bulletins, unless those pronouncements conflict with GASB pronouncements.
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HIGHLANDS SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2020

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

F. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Cont’d):

Additionally, the District has adopted a cash management plan that requires it to deposit public funds in public depositories
protected from loss under the provisions of the Governmental Unit Deposit Protection Act (GUDPA). GUDPA was enacted
in 1970 to protect Governmental Units from a loss of funds on deposit with a failed banking institution in New Jersey.

N.J.8.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of governmental units. The statute requires
that no governmental unit shall deposit public funds in a depository unless such funds are secured in accordance with the
Act. Public depositories include Savings and Loan institutions, banks (both state and national banks) and savings banks
the deposits of which are federally insured. All public depositories must pledge collateral, having a market value of at least
equal to five percent of the average daily balance of collected public funds, to secure the deposits of Governmental Units.
If a public depository fails, the collateral it has pledged, plus the collateral of all other public depositories, is available to
pay the full amount of their deposits to the Governmental Units.

Interfund Transactions:

Transfers between governmental and business-type activities on the District-Wide statements are reported in the same
manner as general revenues. Flows of cash or goods from one fund to another without a requirement for repayment are
reported as Interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental funds and
as non-operating revenues/expenses in the enterprise fund. Repayments from funds responsible for particular
expenditures/expenses to the funds that initially paid for them are not presented on the financial statements.

On fund financial statements, short-term interfund loans are classified as interfund receivables/payables. These amounts
are eliminated in the statement of net position, except for amounts due between governmental and business-type activities

or governmental and agency funds, which are presented as internal balances.

Allowance for Uncollectible Accounts;

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

Inventories:

[nventory purchases, other than those recorded in the enterprise fund, are recorded as expenditures during the year of
purchase. Enterprise fund inventories are valued at cost, which approximates market, using the first-in/first-out (FIFO)

method.

Capital Assets:

Capital assets, which include land, buildings and improvements, and furniture and equipment, are reported in the
government-wide financial statements. The District defines capital assets as assets with an initial, individual cost of more
than $2,000. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extended assets lives are
not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during

construction is not capitalized.
29





































































HIGHLANDS SCHOOL DISTRICT

Budgetary Comparison Schedule

General Fund

Fiscal Year Ended June 30, 2020

REVENUES:
Local Sources:
Local Tax Levy
Miscellaneous
Interest Eamed on Maintenance Reserve
Interest Eamed on Capital Reserve Funds
Taotal - Local Sources

State Sources:
Special Education Categorical Aid
Security Aid
Adjustment Aid
Transportation Aid
Extraoedinary Aid
Reimbursement of Nonpublic School Transportation Costs
TPAF - Pension Contributions (On-Behaif - Non-Budgeted)
TPAF - Post Retirement Medical {On-Behalf - Non-Budgeted)
TPAF - LTD Insurance Coniributions (On-Behalf - Non-Budgeted)
Reimbursed TPAF Social Security Contributions (Non-Budgeted}
Total State Sources

Total Revenues

EXPENDITURES:

Current Expense:

Regular Programs - Instruction:
Kindergarten - Salaries of Teachers
Grades [-5 - Salaries of Teachers
Grades 6-8 - Salaries of Teachers

Regular Programs - Home Instruetion:
Salaries of Teachers
Purchased Professional-Educational Services
Regular Programs - Undistributed Instructipn:
Purchased Professional-Educational Services
Purchased Technical Services
Other Purchased Services (400-500 series)
General Supplies
Textbooks
Other Objects
TOTAL REGULAR PROGRAMS - INSTRUCTION

SPECIAL EDUCATION - INSTRUCTION
Learning and/or Language Disabilities:
Sataries of Teachers
Other Salaries for Instruction
Total Learning and/or Language Disabilities

Resource Room/Resource Center:
Salaries of Teachers
Total Resource Room/Resouree Center

Home Instruction:

Salaries of Teachers

Purchased Professional-Educational Services
Total Home Instruction

TOTAL SPECIAL EDUCATION - INSTRUCTION
Basic Skills/Remedial - Tnstruction

Salaries of Teachers
Total Basic SkillsfRemedial - Instruction

Exhibit C-1

{Unaudited)
Variance
Final to Actual
Original Budpet Final Favorabie
Budget Transfers Budget Actual (Unfavorable)
4,036,502.00 0.00 4,036,502.00 4,036,502.00 0.00
1,201.00 0.00 1,201.00 27.914.66 26,713.66
1.00 0.00 1.00 0.0¢ (LGD)
1.00 0.00 1.00 0.00 (1.00)
4,037,705.00 0.00 4,037,705.00 4,064,416.66 26,711.66
155,353.00 0.00 155,353.00 155,353.00 0.00
58,540.00 0.00 58,540.00 58,540.00 0.00
307,198.00 0.00 307,198.00 307,198.00 0.00
42,233.00 0.00 42,233.00 42,233.00 0.00
0.00 0.00 0.00 21,211.00 21,211.00
0.00 0.00 0.00 580.00 580.00
0.00 0.00 0.00 407,482.00 407,482.00
0.00 0.00 0.00 151,169.00 151,169.00
0.00 0.00 0.00 269.00 269.00
0.00 0.00 0.00 147,354.31 147,354.31
563,324.00 0.00 563,324.00 1,291,389.31 728,065.31
4,601,029.00 0.00 4,601,025.00 5,355,805.97 754,776.97
161,195.00 620.00 161,815.00 161,815.00 0.00
657,951.00 8,418.00 6660,369.00 662,621.39 3,747.61
161,669.00 (37.377.00) 124,292.00 122,292.00 2,000.00
2,000,00 0.00 2,000.00 540.00 1,460.00
3,000.00 0.00 3,000.00 0.00 3,000.00
70,000.00 0.00 70,000.00 54,943.24 15,056.76
20,000.00 0.00 20,000.00 8.152.84 11,.847.16
25,750.00 0.00 25,750.00 16,644.32 9,105.68
100,000.00 4,719,14 104,719,14 54,573.06 50,146.08
27,500.00 4,719.14) 22,780.86 22,780.86 0.00
20,000.00 0.00 20,000.00 1,713.98 18,286.02
1,249,065.00 {28,339.00) 1,220,726.00 1.106,076.69 114,649.31
143,345.00 2,220.00 145,565.00 145,565.00 0.00
34,000.00 0.00 34,000.00 30,878.80 3,121.20
177,345.00 2,220.00 179,565.00 176,443 .80 3,121.20
250,830.00 (27,428.83) 223,401.17 216,760,00 6.641.17
250,830.00 (27,428.83) 22340117 216,760.00 6,641.17
1,500.00 0.00 1,500.00 0.00 1,500.00
2,000.00 0.00 2,000.00 0.00 2.000.00
3,500.00 0.00 3,500.00 0.00 3,500.00
431,675.00 (25,208.83) 406,466.17 393,203.80 13,262.37
108,595.00 620.00 109,215.00 109,215.00 0.00
108,595.00 620.00 109,215.00 108,215.00 0.00
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Exhibit -1
HIGHLANDS SCHOOQL DISTRICT
Schedule of the District's Proportionate Share of the Net Position Liability - PERS
Last Ten Fiscal Years*

[Unaudited}

Public Employees' Retirement System (PERS)

2020 2019 018 2017 2016 015 2014

District's proportion of the net pension

liability (asset) 0.0043952669% 0.0043190905% 0.0042505709% 0.0044459292% 0.0044591813% 0.0045386529% 0.0045625656%
District's prep. 3nate share of the nat

pension liability {asset) § 751,960 S 850,407 S 985,465 $ 1,316,757 s 1,000,997 S 849,760 S 871,997
District's covered-employee payroll 5336,742 5346,335 5312,336 $303,310 $294,480 $320,860 §255,234
District's proportionate share of the net

pensian liability (asset) as a percentage

of its covered-employee payrall 235.18% 245.54% 316.80% 434.13% 339.92% 264.84% 295.36%
Plan fiduciary net positicn as a percentage

of the total pension liability (local) 56.27% 53.60% 48.10% 40.14% 47.93% 52.08% 48.72%

* Until a full ten year trend is compiled, information will be presented for those years for which information is available.
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Exhibit L-2
HIGHLANDS SCHOOL DISTRICT
Schedule of District's Contribution - PERS
Last Ten Fiscal Years*

{(Unaudited)

Public Employees' Retirement System (PERS)

2020 2013 2018 2017 2016 2015 2014
Contractually required contribution 5 42,940 (S 42,961 S 39,377 S 39,844 S 38,337 5 37,416 S 34,378
Contribution in relation to the
contri ually required contribution {42,940) {42,961) {39,377) (39,844) (38,337} {37,416) (34,378}

Contribution deficiency {excess) - - -

District's covered-employee payroll s 336,742 S 346,335 S 312,336 S 303,310 S 294,480 5 320,860 S 295,234

Contributions as a percentage of
cover  amployee payroll 12.75% 12.40% 12.61% 13.14% 13.02% 11.66% 11.64%

* Until 1l ten year trend is compiled, information will be presented for those years for which information is available.
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Distric  proportion of the net pension
liabi  {asset) **

Distric  proportionate share of the net
pen: 1 liability (asset) **

State's proportionate share of the net
pen: liability {asset) associated

with wne District

Total

District's covered-employee payroll

District's proportionate share of the net
pen: liability (asset) as a percentage
of its covered-employee payroll

Planf  iary net position as a percentage
of the total pension liability

Schedule of the District's Proportionate Share of the Net Pension Liability - TPAF

HIGHLANDS SCHOOL DISTRICT

L]
=]
]
Q

Last Ten Fiscal Years*

{Unaudited)

Teachers' Pension and Annuity Fund (TPAF)

Exhibit L-3

2019 2018 2017 2016 2015 2014

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

N/A N/A N/A N/A N/A N/A N/A
S 5,588,450 10,153,911 9,934,410 12,208,393 S 10,018,473 $ 9,110,221 $ 7,298,583
S 5,588,450 10,153,911 9,934,410 12,208,393 S 10,018,473 $ 9,110,221 $ 7,298,583
5 2,035,678 1,822,676 1,760,678 1,664,377 S 1,605,384 $ 1,550,672 $ 1,541,780
N/A N/A N/A N/A N/A N/A N/A
26.95% 26.49% 25.41% 22.33% 28.71% 33.64% 33.76%

* Until a full ten year trend is compiled, information will be presented for those years for which information is available.

** Note: TPAF is a special funding situation as defined by GASB Staternent No. 68 in which the State of New Jersey Is 100% respensible for contributions to the plan.
Since the District {employer} does not contribute directly to the plan there is no net pension liability to report in the financial statements of the District.
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HIGHLANDS SCHOOL DISTRICT

Schedule of Changes in District's Proportionate Share of State Total OPEB Liability and Related Ratios

State's proportion of the net OPER

liability {asset) associated with the District

District's proportionate share of the net
OPEB liability (asset) **

State's proportionate share of the net
OPEB liability {asset) associated
with the District

Total

Plan fiduciary net position as a percentage
of the total OPEB liabitity {local)

Total OPEB Liability

Service Cost
Interast Cost

Differences Between Expected and Actual Experiences

Changes of Assumptions
Member Contributions
Gross Benefit Payments

Net Change in Total OPEB Liability

Total OPEB Liability - Beginning
Total OFEB Liability - Ending

District's Covered-Employee Payroli

District's Proportionate Share of the Total OPEB Liability
as a Percentage of its Covered-Employee Payroll

* Until a full ten year trend is compiled, information will be presented for thase years far which informaticn is available.

** Note: OPEB is a special funding situation as defined by GASB Statement No. 75 in which the State of New Jersey is 100% responsible for contributions to the plan.
5ince the District (employer) does not contribute directly ta the plan there is no net QPER liability to report in the financial statements of the District.

Last Ten Fiscal Years*

{Unaudited}
2020

0.02%

NfA

S 6,874,758

S 6874758

0.00%

$270,180
311,076
(1,473,601}
102,503
6,256
{211,035}

{994,611}
7,869,569
_$ 6874958

$ 2,035,678

0.00%

2019

0.02%

N/A

S5 7869560

$ 7,869,569

0.00%

$310,188
337,084
{877,960)
{903,049)
7,273

(210,424)

(1,336,888)
5,206,457

S 7,865,569

$ 2,169,011

0.00%

Exhibit M-1

2018

0.02%

NfA

9,206,257

9,206,257

0.00%

$373,193
292,665
{1,251,932)
7,852

(213,036)

(791,258)
9,997,715

S 9,006457

2,073,014

0.00%






























HIGHI.ANDS SCHOOI. DISTRICT
Schedule of Receipts and Dishursements
Pavroll Agency Fund
For the Fiscal Year Ended June 30, 2020

Exhibit H-4

Balance Cash Cash Balance

July 1, 2019 Receipts Disbursements _ June 30, 2020
Payroll Deductions and Withholdings 383.78 1,275,785.29 1,276,169.07 .00
Interfunds 26.89 1.377.30 192.95 1.211.24
Total $410.67 1,277,162.59 1,276.362.02 1.211.24
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G/

Highlands School District
General Fund Other Local Revenue by Source
Last Ten Fiscal Years

Exhibit J-6

Unaudited
Sale and
Fiscal Year Sale of Leaseback
Ended Capital Prior Year of
June 30, Assets Donations Rentals Refunds Textbooks Miscellaneous Annual Totals
2011 - - - - - 209 209
2012 - - - - - 9,327 9,327
2013 - - . - - 24,369 24,369
2014 - - - - - 1,149 1,149
2015 - - - - - 4,284 4,284
2016 - - - - - 3,292 3,292
2017 - - - - - 11,305 11,305
2018 - - - - - 2,288 2,288
2019 - - - - - 6,006 6,006
2020 - - - - - 7,652 7,652

Source: District records
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Exhibit J-18
Highlands Schoal District

School Building Information
Last Ten Fiscal Years

Unaudited
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

District Building
Elementary
Highlands Elementary 31} )

Square Feet 36,677 36,577 36677 38,677 36,677 36,577 36677 36,577 38,677 36677

Capacity {students} aon 300 300 300 300 300 300 300 300 300

Enrollment 193 194 174 179 1687 192 192 192 182 179

Number of Schools at Juna 30, 2019
Elementary = 1

Source: Distlict Fa s Office

Nota: Increases in square footage and capacity are the result of additions.
Enraliment is basad on the annual Cctober district count.















































