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Interlaken Board of Education
100 Grassmere Avenue
Interlaken, N.J . 07712

February 03, 2011

The Honorable President and Members

of the Board of Education of the Borough of Interlaken
100 Grassmere Avenue

Interlaken, N.J. 07712

Dear Board Members:

The comprehensive annual financial report of the Interlaken School District (District) for the fiscal year ended June
30, 2010 is hereby submitted. Responsibility for both the accuracy of the data and completeness and fairness of the
presentation, including all disclosures, rests with the management of the Interlaken Board of Education (Board). To
the best of our knowledge and belief, the data presented in this report is accurate in ail material respects and is reported
in a manner designed to present fairly the financial position and results of operations of the various funds and account
groups of the District. All disclosures necessary to enable the reader to gain an understanding of the District’s financial
activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical and federal
and state financial assistance. The introductory section includes this transmittal letter, the District’s organizational
chart and a list of principal officials. The financial section includes the general purpose financial statements and
schedules, as well as the auditor’s report thereon. The statistical section includes selected financial and demographic
information, generally presented on a multi-year basis. The District is not required to undergo an annual single audit
in conformity with the provisions of the Single Audit Act of 1984 and the U.S. Office of Management and Budget
Circular A-133, “Audits of States and Local Governments and Non-Profit Organizations”, and the New Jersey OMB’s
Circular 04-04,“Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid Payments.”
Information related to this audit, including the auditor’s report on the internal control structure and compliance with
applicable laws and regulations and findings and recommendations are included in the federal and state assistance
section of this report. -

1. REPORTING ENTITY AND ITS SERVICES:

Interlaken School District is an independent reporting entity within the criteria adopted by the GASB as established
by NCGA Statement No. 3. All funds and account groups of the District are included in this report. The Interlaken
Board of Education, a non-operating district, constitutes the District’s reporting entity.

The District offers a full range of educational services appropriate to grade levels K through 12 through its sending-
receiving relationship with the Asbury Park Board of Education. Classes offered are regular, vocational, and special
education for disabled youngsters. Vocational students are sent to the Monmouth County Vocational Technical School
District. Academically or gifted students are enrolled at Monmouth County Vocational School’s technical or
specialized vocational high schools or are accepted into Red Bank Regional High School’s specialized performing arts
or financial programs. Asbury Park Board of Education’s Child Study Team evaluates the students considered in need
of special educational services. Handicapped students whose Individualized Educational Plans (IEPs) indicate the need
for unique placements are sent to the most appropriate public or private schools where their needs can be met. The
District completed the 2009-2010 school year with an enrollment of 7 special education students, 3 in private special
education placements, 2 in Red Bank Regional High School, 1 in Colts Neck Township School and 1 in Asbury Park
Preschool, no home instruction stadents, 3 vocational school students and 6 Red Bank Regional High School students.
The latter two groups were accepted into specialized programs through competitive testing or performances and
participation is consistent with code.



Interlaken Board of Education
June 30, 2010, Audit

2. ECONOMIC CONDITIONS AND OUTLOOK:

Five blocks wide and seven blocks long, Interlaken was founded in 1895 as a haven for artists, and is the only
exclusively residential community in New Jersey, with no schools, churches or businesses. Its April 2002 census
population was determined to be 900 residents. The area is virtually fully developed. Residences continue to come
on the real estate market and are quickly sold, frequently to familiés with young children who are attracted to the
Borough’s charm despite its lack of a Borough public school. Interlaken’s well-maintained homes on tree-lined streets
and proximity to metropolitan areas as well as excellent recreational opportunities and low taxes make it a very
desirable residential community.

3. MAJOR INITIATIVES:

As anon-operating sending district to the Asbury Park School District, the Interlaken Board of Education is concerned
about its students and has engaged a lawyer to assist it in developing policies on special education that are consistent
with law and provide appropriate services to district students while being mindful of taxpayer concerns. Interlaken
provides courtesy transportation to many students within Interiaken, again consistent with state pupil transportation
law, and maintains the district’s school bus in optimum condition, The Board approved entering into a joint venture
with Red Bank Regional Board of Education and MOESC, enabling the district to offer subscription busing to students
who would not otherwise receive transportation services to schools beyond the courtesy transportation distance. The
Board is still monitoring the state’s plan for the consolidation of school districts and the elimination of non-operating
districts.

4, INTERNAL ACCOUNTING CONTROLS:

Management of the District is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the District are protected from loss, theft or misuse, 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 control should not exceed
the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by
management.

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

As part of the District’s 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 to determine that the
District has complied with applicable laws and regulations.

5. 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 latter as necessary. The district does not have any debt service fund. The final budget amount as amended for the
fiscal year is reflected in the financial section.

As encumbrance accounting system is used to record outstanding purchase commitments on a line item basis. Open
encumbrances at year-end are either canceled or are included as re-appropriations of fund balance in the subsequent
year. Those amounts to be re-appropriated are reported as reservations of fund balance at June 30, 2010.
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June 30, 2010, Audit

6. 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.

7. DEBT ADMINISTRATION:

The District has no outstanding debt.

8. 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 institutions 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.

9. RISK MANAGEMENT:

The Board carries various forms of insurance, including but not limited to general liability, comprehensive/collision,
hazard and theft insurance on property and contents, and fidelity bonds. The Board worked with its insurance broker,
New Jersey School Boards Association Insurance Group, to review insurance requirements in order to secure the most
appropriate coverage at the least possible cost.

10. OTHER INFORMATION:

Independent Audit - State statues require an annual audit by independent certified public accountants or registered
municipal accountants, The accounting firm of Alvino & Shechter L.L.C., CPA’s was selected by the Board to provide
this service. The auditor’s report on the general purpose financial statements and combined and individual fund
statements and schedules is included in the financial section of this report. The auditor’s reports specifically related
to the federal and state financial assistance are included in the federal and state assistance section of this report.

11. ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the Interlaken Board of Education for their continued
interest in providing fiscal accountability to the taxpayers and citizens of the Borough of Interlaken, thereby
contributing their full support to the development and maintenance of the District’s financial operation.
Respectfully submitted,

Dennis W. Kotch, CPA
School Business Administrator/ Board Secretary
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INDEPENDENT AUDITOR'S REPORT

Honorable President and

Members of the Board of Education
Interlaken School District

County of Monmouth, 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 Board of Education of the Interlaken School
District in the County of Monmouth, State of New Jersey, as of and for the year ended June 30, 2010, which
collectively comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Interlaken Board of Education’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America; and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States; and audit requirements as prescribed by the Division of 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 examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
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 opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, business-type activities, and each major fund, of the Interlaken Board of Education, in
the County of Monmouth, State of New Jersey, as of June 30, 2010, and the respective changes in the financial position
and cash flows, where applicable, for the 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 a report dated February 3, 2011 on our
consideration of the Interlaken Board of Education's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants 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 Discussion and Analysis and Budgetary Comparison Information on pages 9 through 14 and 32
through 34 are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquires 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 an opinion on the financial statements that collectively comprise
the Interlaken Board of Education’s basic financial statements. The accompanying introductory section, and other
supplementary information such as the combining and individual fund financial statements and statistical tables are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The
combining and individual fund financial statements 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 and statistical tables 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.

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 Granis, State Grants and State Aid respectively, and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken
as a whole,

Licensed Public School Accountant
No. 2183
ALVINO & SHECHTER, L.L.C.

February 3, 2011
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INTERLAKEN BOARD OF EDUCATION
INTERLAKEN, NEW JERSEY

MONMOUTH COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(Unaudited)

Introduction

Interlaken School District is an independent reporting entity within the criteria adopted by the GASB as established
by NCGA Statement No. 3. All funds and account groups of the District are included in this report. The Interlaken
Board of Education, a non-operating district, constitutes the District’s reporting entity.

New Jersey has over 600 school districts, 23 of which are termed “non-operating” due to their lack of school facilities.
In all other aspects, these districts function similar to operating districts. They have boards of education, hold public
board meetings, develop and approve board policies, approve educational programs for students sent to other districts,
provide transportation for regular and special education students, etc. From a business office perspective, non-
operating districts are similar to operating districts inasmuch as they prepare budgets for public vote, issue purchase
orders for goods and services, enter into contracts, have payrolls and pay bills. Standard state reports are submitted
such as the Application for State School Aid dealing with student population statistics, the District Report of
Transported Students assembling statistics on student transportation, reports on Debt Service requirements, and others.

While a non-operating district, the Interlaken Board of Education offers a full range of educational services appropriate
to grade level K through 12 through its sending-receiving relationship with the Asbury Park Board of Education.
Classes offered are regular and vocational, and special education for disabled youngsters. Academically or artistically
gifted students are eligible to compete for positions in Monmouth County Vocational School’s technical or specialized
high schools and can be evaluated for inclusion in competitive performing arts and finance programs at Red Bank
Regional High School if they are not available in the Asbury Park School District. Asbury Park Board of Education’s
Child Study Team evaluates the students considered in need of special educational services and enrolled through their
district. Students with disabilities whose Individualized Educational Plans (IEPs} indicate the need for unique
placements are sent to the most appropriate public or private schools where their needs can be met. The District
completed the 2009-2010 school year with an enrollment of 7 special education students, 3 vocational students, 6 Red
Bank Regional High School students. The latter two group were accepted into specialized programs through
competitive testing or performances.

In recent years, the state has been attempting to reform education and consolidate school districts. Being a “non-
operating” school district, the district has been faced with the possibility of its dissolution through legislative actions.
The community remains committed to actively oppose any legislation that would promote dissolving the non-public
school district.

Interlaken’s school taxes were still the second lowest in Monmouth County and among the lowest in the state, and any
change to the district’s current operating mode would result in increased school taxes for the district’s residents. As
a partner in a sending-receiving relationship with the Asbury Park School District, Interlaken taxpayers costs would
be considerably higher were Interlaken’s students to attend Asbury schools. However, Asbury student achievement
continues to fail below NCLB standards, with its students’ test scores the lowest in the county, and this has contributed
to the lack of attendance by Interlaken students over the past years.

In the 2009-2010 school year Interlaken did not have any exceptional expenses related to operations; however, during
the course of the year questions regarding the Board’s responsibilities for related special education services and child
study team evaluations were raised with increasingly frequency. Residents also had questions regarding the courtesy
transportation provided for the elementary schools within a two mile radius of the District, a practice which has been
eliminated as of June 30, 2010.
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Management Discussion and Analysis Report - Unaudited

Basic Financial Statements

The annual reports consists of a series of financial statements and notes to those statements presented so the reader can
gain an understanding of the Interlaken School District as a financial operating entity. The overview statements then
proceed to provide an increasingly detailed look at specific financial activities. These statements provide a “report
card” of sorts on the district’s financial transactions, including data on all assets and liabilities using full accrual
accounting in a manner similar to information presented by publicity held companies. All of these activities are
intended to advance the district’s mission as stated at the beginning of this analysis.

The financial statements previously presented in the district’s Comprehensive Annual Financial Report remain
unchanged: detailed and comparative exhibits of budgeted and actual revenue and expenses by General and Special
Revenue funds as applicable. This disclosure has been expanded by the addition of the Statement of Net Assets and
the Statement of Activities using full accrual accounting similar to the statements used in reporting corporate financial
results. Another new feature will be supplementary information that includes a comparison of the original and final
budgets to the final expenditures for the General and Special Revenue funds. As of June 30,2010, the district did not
have any Special Revenue funds.

The Statement of Net Assets presents the district’s assets and liabilities in order of liquidity, except for liabilities with
current and long-term elements that will be presented accordingly. Net assets represent the difference between assets
and liabilities, and will be presented in three catagories: invested in capital assets net of related debt, restricted assets
and unrestricted assets. Using this methodology requires depreciation of capital assets. The district’s only asset is its
school bus and this has been fully-depreciated.

The Statement of Activities provides an overview of the cost of providing educational services by major categories of
expense and revenue. These two statements report the district’s net assets and how they have changed year to year,
reflecting a variety of influences such as the current change in educational philosophy (resulting in increased purchases
of new material, consultants, etc.), voter approval of tax levy, interest income, successful grant applications, etc. An
additional factor influencing these results is the level of state funding received, as the flat funding over the past three
years.

Financial Highlights
Key financial highlights for 2009-201¢ are as follows:

The district ended fiscal year 2009-2010 with a fund balance of $424,720. Under the S1701 legislation,
the district can only maintain 2% of this in its reserve or a maximum of $250,000.00 which ever is
greater. Any amount over this must be allocated to tax relief in the 2011-2012 budget process. The
district will have $59,768 in excess fund balance to be allocated back to the taxpayers in the 2011-2012
budget process.

The budget for 2010-2011 was defeated by the district’s voters in April 2010.

The School District had an original 2010-2011 General Fund budget of $562,411 and completed June 30,
2010, with 506,583 in expenses and no outstanding encumbrances. There were no Special Revenue funds
during this year.

The state contributed $70,551 in transportation, stabilization, consolidated and other state aid to the
General Fund, an increase of $3,554 from the 2008-2009 state aid. The 2009-2010 tax levy was
$496,704, a decrease of $7,330 over the prior year’s taxes.

The state also continued its recent practice of deferring its final fiscal year June payments until
the start of the next fiscal year in July.
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Interlaken Board of Education
Management Discussion and Analysis Report - Unandited

Financial Highlights
Using this General Accepted Accounting Principals Report (GAAP)

The Statement of Net Assets provides the perspective of the School District as a whole. Table 1 provides a summary
of the School District’s net assets as of June 30, 2010 compared to June 30, 2009.

Table 1
Net Assets
2010 2009
Assets
Current and Other Assets 512,835.00 500,932.00
Capital Assets .00 00
Total Assets $512.835.00 $500.932.00
Liabilities
Current Liabilities 94,682.00 146,964.00
Long-Term Liabilities .00 .00
Total Liabilities $_94.682.00 $146.964.00
Net Assets
Invested in Capital Assets, Net of Related Debt 00 .00
Restricted 169,894.00 106,922.00
Unrestricted 248.259.00 244.046.00
Total Net Assets $418.153.00 $353.968.00

Table 2 shows the changes in net assets for the fiscal years 2010 and 2009.

Table 2
Changes in Net Assets
2010
Revenues

Program Revenue:

Charge for Services .00

Operating Grants and Contributions .00
General Revenues:

Property Taxes 496,704.00

Grants and Entitlements 70,440.60

Other 3.624.00

Total Revenues

Program Expenses
Support Services:
Instruction - Tuition
Student & Instruction Related Services
General Administration and Central Services
Pupil Transportation
Total Program Expenses

Increase {Decrease) in Net Assets Before Other Items
Other Decrease

Increase (Decrease) in Net Assets

$570.768.00

337,447.00
.00
30,835.00
138.301.00
$506,583.00

64,185.00
.00
$_64.185.00
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00

504,034.00
63,598.00
4,327.00
$571.959.00

350,306.00
.00
38,038.00
156,333.00
$544,677.00

27,282.00
00
$ 27.282.00
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Governmental Activities

Annually, on the third Tuesday in April, the voters of New Jersey get an opportunity to voice their pleasure or
displeasure on all things economic and/or political as they are asked to vote on their local school district’s annual tax
levy developed as part of the annual schoo! budget process. Voter displeasure and a defeated budget customarily
results in fiscal reductions developed and voted on by the respective school district’s municipal leadership.

In April 2010 the voters of the Borough of Interlaken defeated the 2010-201 1 budget intended to fund the school’s
2010-2011 operations. However, the Borough Council had the opportunity to examine said budget and determined
that no further reduction was warranted.

The budget as approved is funded primarily by property taxes that make up 93 percent of revenues for governmental
activities for the Interlaken Board of Education for fiscal year 2010-2011. The balancing being comprised of state aid
and very modest interest income,

The Statement of Activities shows the cost of program services and the charges for services. Table 3 shows the total
cost of services and the net cost of services, identifying the cost of these services supported by tax revenue and
unrestricted State entitlements for the fiscal years 2010 and 2009. ‘

Table 3

Total Cost Net Cost Total Cost  Net Cost

of Services of Services  of Services of Services
2010 2010 2009 2009
Support Services:

Tuition 337,447.00 337,447.00  350,306.00 350,306.00
Student & Instruction Related Services 00 00 .00 .00
General Administrative & Central Services 30,835.00 30,835.00 38,038.00  38,038.00
Pupil Transportation 138.301.00 138.301.00 156,333.00 156.333.00
Total Expenses $506.583.00 506,583.00 $544.677.00 $544.677.00

Instruction expenses are limited to tuition paid for out-of-district education: special education in appropriate private
schools consistent with each student’s Individualized Education Plan, Monmouth County Vocational schools and
specialized or performing arts programs at Red Bank Regional High School that are not available in the Asbury Park
School system.

As a non-operating district, Interlaken incurs no expense customarily associated with direct student instruction:
teaching salaries, curriculum and staff development, guidance, school supplies, etc.

General administration and central services include the expenses of the treasurer, a part-time district employee and the
school business administrator, a shared service agreement with Shore Regional High School. In addition, there are
school district expenses required by legislative code: membership required by code in the New Jersey School Boards
Association and costs of annual school elections (printing of ballots, election workers, payment of election officials,
etc.).

Other expenses of general and central services include the costs of attorneys, auditors, communications, appropriate
insurance coverage and office supplies.

With no facilities to maintain, Interlaken does not have any custodial or maintenance expenses.
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Pupil transportation includes courtesy transportation for all Interlaken students who live within two miles of their
school (current destinations are Deal School and Pope John XXIII Regional Catholic School) as well as all out-of-
district transportation for special education and vocational schools as prescribed in legislative code. Since Interlaken
isnot triggered by law to provide any other transportation (no students attend Asbury is the basic block, and then other
code requirements would apply), it does not have to provide transportation to students attending schools not meeting
these definitions. The courtesy transportation policy has been eliminated as of June 30, 2010.

The Board carries various forms of insurance, including but not limited to general liability, comprehensive/collision,
hazard and theft insurance on property and contents, and fidelity bonds. The Board worked with its insurance broker,
New Jersey School Board Association Insurance Group, to review insurance requirements in order to secure the most
appropriate coverage at least possible cost.

The School District’s Funds

Information about the School District’s major funds starts on page 17. These funds are accounted for using the
modified accrual basis of accounting. All governmental funds had total revenues of $570,768 and expenditures of
$506,583. 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.

The unreserved, undesignated fund balance of the General Fund is the allowable maximum as established by the State
and this represents approximately 44% of the general fund budget for 2009-2010. There is no fund balance for either

state or federal special revenue funds. Any shortfall in state and/or federal funds would have to be made up with
general fund monies from fund balance.

General Fund Badgeting Highlights
The School District’s budget is prepared according to New Jersey Legislative code and Department of Education
guidelines and is based on accounting for certain fransactions on a basis of cash receipts, disbursements, and

encumbrances. The most significant budgeted fund is the General Fund.

The district manages its financial reporting of budgets and actual expenses using a real-time accounting system
designed to provide comprehensive management and reporting tools.

The original General Fund budget estimated revenue was $562,411 and the final budgeted General Fund estimated
revenue was $570,879.

Capital Assets

At the end of the fiscal year 2010, as a non-operating district Interlaken had no investments in land, buildings, or
furniture and equipment. Its single school bus is fully depreciated.

Debt Administration

At June 30, 2010, the Interlaken Board of Education had not debt.
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Current Financial Issues and Concerns

The Interlaken School District is essentially financially stable, with surplus fully funded as of June 30, 2010. The
School District is proud of its community support; however, new residents in the district are not familiar with the “non-
operating district” concept and the reduced or non-existent services customarily expected in regular school districts
are quite disconcerting, particularly as they pertain to remote transportation and special education services. Aid from
the state is not expected to increase but many residents are willing to accept the challenge of living in a non-operating
district in return for very low school taxes. The Board and administration continue to be extremely sensitive to the
financial concerns of Interlaken taxpayers, particularly those on fixed incomes.

The Interlaken Board of Education has consistently committed itself to sound, conservative fiscal management,
providing the most efficient and effective education possible, and there is no reason to believe that this commitment
will not continue.

Contacting the School District’s Financial Management
The financial report is designed to provide our citizens, taxpayers, and investors and creditors with a general overview
of the School District’s finances and to show the School District’s accountability for the money it receives. If you have

questions on this report or need additional financial information please contact Dennis W. Kotch, School Business
Administrator/Board Secretary at Interlaken Borough Hall, 100 Grassmere Avenue, Interlaken, NJ 07712,
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DISTRICT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities display information about the District.
These statements include the financial activities of the overall District, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities. These statements
distinguish between the governmental and business-type activities of the District.




INTERLAKEN SCHOOL DISTRICT

Statement of Net Assets

June 30,2010

ASSETS:

Cash and Cash Equivalents
Receivables, Net
Restricted Assets:
Capital Reserve Account - Investment
Capital Assets, Net (Note 4):

Total Assets
LIABILITIES:
Accounts Payable
Other Payable
Noncurrent Liabilities:
Due Within One Year
Due Beyond One Year
Total Liabilities
NET ASSETS:
Invested in Capital Assets, Net of Related Debt
Restricted for:
Other Purposes

Unrestricted

Total Net Assets

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

Governmental

Activities

15

458,368.51
19,078.50

35,387.04
.00

512.834.65

94,253.39
428.50

00
00

—94.681.89

.00

169,893.76
248.259.00

$418.152.76

Business-Type

Exhibit A-1

Activities Total
.00 458,368.51
00 19,078.50
.00 315,387.64
.00 .00
.00 512.834.65
.00 94,253.39
.00 428.50
.00 .00
.00 .00
.00 94.681.89
.00 .00
.00 169,893.76
.00 248.259.00
.00 418.152.76
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FUND FINANCIAL STATEMENTS

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




Exhibit B-1

INTERLAKEN SCHOOL DISTRICT

Balance Sheet

Governmental Funds

For the Fiscal Year Ended June 30, 2010

ASSETS:

Cash and Cash Equivalents

Receivable From Other Governments

Other Receivables

Restricted Cash and Cash Equivalents
Capital Reserve Account - Investment

Total Assets
LIABILITIES AND FUND BALANCES:

Liabilities:
Accounts Payable
Interfunds Payable

Total Liabilities

Fund Balances:
Reserved for:
Encumbrances
Capital Reserve Account
Excess Surplus

Excess Surplus - Designated for Subsequent

Years Expenditures
Unreserved:
Designated for Subsequent Year’s
Expenditures
Unreserved, Undesignated, Reported in:
General Fund
Special Revenue Fund

Total Fund Balance

Total Liabilities and Fund Balances

Special Total
General Revenue Governmental
Fund Fund Funds
458,368.51 00 458,368.51
16,726.00 00 16,726.00
2,352.50 00 2,352.50
35.387.64 .00 35,387.64
$512.834.65 .00 512.834.65
94,253.39 00 94,253.39
428.50 .00 428.50
94.681.89 .00 94.681.89
.00 00 .00
35,387.64 00 35,387.64
59,768.19 .00 59,768.19
74,737.93 00 74,737.93
00 .00 .00
248,259.00 00 248,259.00
.00 .00 .00
418.152.76 .00 418,152.76
$512.834.65 .00

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
governmental funds. The cost of the assets is $53,619.00

and the accumulated depreciation is $53,619.00. .00
Net Assets of Governmental Activities $418.152.76

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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Exhibit B-2
INTERLAKEN SCHOQOL DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Fiseal Year Ended June 30, 2010

Special Total
General Revenue Governmental
Fund Fund Funds
REVENUES:
Local Sources:
Local Tax Levy 496,704.00 .00 496,704.00
Interest Earned on Investments 2,024.83 .00 2,024.83
Miscellaneous 1,599.20 .00 1.599.20
Total - Local Scurces 500,328.03 .00 500,328.03
State Sources 70,439.94 .00 70.439.94
Total Revenues 570,767.97 .00 570.767.97
EXPENDITURES:
Current:
Support Services:
Tuition 337.446.95 .00 337,446.95
Student & Instruction Related Services .00 .00 00
General Administration 10,301.90 .00 10,301.90
Cenfral Services 20,208.37 .00 20,208.37
Pupil Transportation 133,435.68 00 133,435.68
Employee Benefits 5,190.38 00 5,190.38
Capital Outlay 00 00 .00
Total Expenditures 506.583.28 00 506.583.28
Excess (Deficiency) of Revenues
Over (Under) Expenditures 64.184.69 .00 64,184.69
OTHER FINANCING SOURCES (USES):
Transfers In .00 .00 .00
Transfer Out (.00) .00 {.00)
Total Other Financing Sources and Uses .00 .00 .00
Net Change in Fund Balances 64,184.69 .00 64,184.69
Fund Balance - July 1 353.968.07 00 353.968.07
Fund Balance - June 30 $418.152.76 .00 418.152.76

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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Exhibit B-3
INTERLAKEN SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Fiscal Year Ended June 30. 2010

Total net change in fund balances - governmental funds (from B-2) 64,184.69

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

Capital outlays are reported in governmental funds as expenditures. However, 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 (.00)
Capital Qutlay .00 00
Change in net assets of governmental activities $64.184.69

The accompanying Notes to Basic Financial Statements are an integral of this statement.
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FIDUCIARY FUNDS
DETAIL STATEMENTS

Fiduciary Funds are used to account for funds received by the school district for a specific purpose.

Agency Funds are used to account for assets held by the school district as an agent for individuals,
private organizations, other governments and/or other funds.




Exhibit B-7
INTERLAKEN SCHOOL DISTRICT
Fiduciary Funds
Statement of Fiduciary Net Assets
June 30, 2010

Unemployment
Compensation
Trust
ASSETS:
Cash and Cash Equivalents 9,584.61
Interfunds Receivable 428.50
Total Assets 10.013.11
LIABILITIES:
Accounts Payable 00
Interfunds Payable 00
Total Liabilities .00
NET ASSETS:
Held in Trust for Unemployment
Claims and Other Purposes 10,013.11
Total Net Assets $10.013.11

The accompanying Notes to Basic Financial Statements are in integral part of this statement.
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ADDITIONS:
Contributions:
Plan Member
Other
Total Contributions
Investment Earnings:
Interest
Net Investment Earnings
Total Additions
DEDUCTIONS:

Quarterly Contribution Reports
Unemployment Claims

Total Deductions
Change in Net Assets
Net Assets - Beginning of the Year

Net Assets - End of the Year

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

INTERLAKEN SCHOOL DISTRICT

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
For the fiscal Year ended June 30, 2010

Exhibit B-8

Unemployment
Compensation
Trust

29.75
16.49

§_ 4624
12.91
12.91

39.15

00
00

00
59.15
9.953.96

$10,013.11
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30,2010

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Description of the District and Reporting Entity:

The Interlaken School District is a sending district located in the County of Monmouth, State of New Jersey. As a sending
district, they have no operating schools and function independently through a Board of Education. The board is comprised
of five members elected to three year-terms and is responsible for the fiscal control of the District.

In evaluating how to define the governmental reporting entity, the District follows the provisions of GASB Statement No.
14, The Financial Reporting Entity, under which the financial statements include all organizations, activities, functions, and
components units for which the District is financially accountable. Financial accountability is defined as the appointment
of a voting majority of the component unit’s board and either (1) the District’s ability to impose its will over the component
unit, or (2) the possibility that the component unit will provide a financial benefit to or impose a financial burden on the
District. On this basis, the District’s financial reporting entity has no component units.

In the fiscal year 2003/2004, the District implemented GASB Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments (GASB Statement No. 34), GASB Statement 37,
Basic Financial Statements - and Management 's Discussion and Analysis - for State and Local Governments: Omnibus which
provides additional guidance for the implementation of GASB Statement 34, and GASB Statement No. 38, Certain Financial
Statement Disclosures which changes note disclosure requirements for governmental entities.

GASB Statement No. 34 established a new financial reporting model for state and local governments that included the
addition of management’s discussion and analysis, district-wide financial statements, required supplementary information
and the elimination of the effects of internal service activities and the use of account groups to the already required fund
financial statements and notes.

The GASB determined that fund accounting has and will continue to be essential in helping governments to achieve fiscal
accountability and should, therefore, be retained. The GASB also determined that district-wide financial statements are
needed to allow user’s of financial reports to assess a government’s operational accountability. The new GASB model
integrates fund-based financial reporting and district-wide financial reporting as complementary components of a single
comprehensive financial reporting model.

B. Basis of Presentation, Basis of Accounting:

The School District’s basic financial statements consist of District-Wide statements, including a statement of net assets and
a statement of activities, and fund financial statements which provide a more detailed level of financial information.

Basis of Presentation

District-Wide Statements: The statement of net assets and the statement of activities display information about the District
as a whole. These statements include the financial activities of the overall District, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities. These statements distinguish between
the governmental and business-type activity of the District. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities are financed in whole or in part
by fees charged to external parties.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2010

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

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

The statement of net assets presents the financial condition of the governmental and business-type activity of the School
District at fiscal year end. The statement of activities presents a comparison between direct expenses and program revenues
for the business-type activity of the District and for each function of the District’s governmental activities. Direct expenses
are those that are specifically associated with a program or function and, therefore, are clearly identifiable to a particular
function. Program revenues include (a) fees and charges paid by the recipients of goods or services offered by the programs
and (b) grants and contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues. The comparison
of direct expenses with program revenues identifies the extent to which each governmental function or business segment is
self-financing or draws from the general revenues of the School District.

Fund Financial Statements: During the fiscal year, the School District segregates transactions related to certain School
District functions or activities in separate funds in order to aid financial management and to demonstrate legal compliance.
The fund financial statements provide information about the District’s funds, including its fiduciary funds. Separate
statements for each fund category - governmental, and fiduciary - are presented. The New Jersey Department of Education
(NJDOE) has elected to require New Jersey districts to treat each governmental fund as a major fund in accordance with the
option noted in GASB No. 34, paragraph 76. The NJDOE believes that the presentation of all funds as major is important
for public interest and to promote consistency among district financial reporting models.

The District reports the following governmental funds:

General Fund: - The general fund is the general operating fund of the District and is used to account for all expendable
financial resources except those required to be accounted for in another fund. Included are certain expenditures for
vehicles which are classified in the capital outlay subfund.

As required by the NJDOE, the District includes budgeted capital outlay in this fund. GAAP as it pertains to
governmental entities states that general fund resources may be used to directly finance capital outlays for long-lived
improvements as long as the resources in such cases are derived exclusively from unrestricted revenues. Resources for
budgeted capital outlay purposes are normally derived from State of New Jersey Aid, district taxes, and appropriated fund
balance. Expenditures are those that result in the acquisition of or additions to fixed assets. These resources can be
transferred from and to Current Expense by Board resolution.

Special Revenue Fund: - The special revenue fund is used to account for the proceeds of specific revenue from State
and Federal Government, (other than major capital projects, debt service or the enterprise funds) and local appropriations
that are legally restricted to expenditures for specified purposes.

Additionally, the District reports the following fund type:

Fiduciary Funds: - The Fiduciary Funds are used to account for assets held by the District on behalf of others and
includes the Unemployment Compensation Insurance Trust Fund.

BRasic of Accounting:

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010

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

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

Basic of Accounting (Continued):

District-Wide and Fiduciary Fund Financial Statements: The District-Wide financial statements are prepared using the
accrual basis of accounting. Governmental funds use the modified accrual basis of accounting; the 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 period. 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.

All governmental and business-type activities 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.

C. Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general, special revenue, and debt service funds.
The budgets are submitted to the county office for approval and are voted upon at the annual school election on the third
Tuesday in April. Budgets are prepared using the modified accrual basis of accounting except for the special revenue fund
as described later. The legal level of budgetary control is established at line item accounts within each fund. Line item
accounts are defined as the lowest (most specific) level of detail as established pursuant to the minimum chart of accounts
referenced in N.J.A.C. 6:20-2A.2(m)1. All budget amendments/transfers must be approved by School Board resolution. All
budget amounts presented in the accompanying supplementary information reflect the original budget and the amended budget
{which have been adjusted for legally authorized revisions of the annual budgets during the year).

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 GAAP with the
exception of the legally mandated revenue recognition of the last state aid payment for budgetary purposes only and the
special revenue fund as presented in the Notes to Required Supplementary Information. Encumbrance accounting is also
employed as an extension of formal budgetary integration in the governmental fund types. Unencumbered appropriations
lapse at year end.

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2010

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

D. Assets, Liabilities, and Equity:
Cash, Cash Equivalents. and Investments:

Cash and cash equivalents include cash in banks and all highly liquid investments with a maturity of three months or less at
time of purchase and are stated at cost plus accrued interest. The Board classifies certificates of deposit which have maturity
dates of less than twelve months from date of purchase as investments and are stated at carrying amount. The difference
between the carrying amount and market value is not material to the basic financial statements.

New Jersey school districts are limited as to the types of investments and types of financial institutions they may invest in.
New Jersey Statute 18A:20-37 provides a list of permissible investments that may be purchased by New Jersey school
districts. 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.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of governmental units. The statute requires
that no governmental unit shall deposit public funds in a 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. Tf a
public depository fails, the collateral it has pledge, 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 after 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 assets, 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.

Capital Assets:

The District’s only capital asset is a school bus, which is reported at cost. The cost of normal maintenance and repairs is not
capitalized. The School District does not possess any infrastructure. The capitalization threshold used by school districts
in the State of New Jersey is $2,000.00.

All reported capital assets are depreciated. Depreciation is computed using the straight-line method under the half-year
convention over the following estimated useful lives:

Estimated
Asset Class Useful Lives
School Bus 8 years
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2910

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

D. Assets, Liabilities, and Equity {Cont’d

In the fund financial statements, fixed assets used in government fund operations are accounted for as capital outlay
expenditures of the governmental fund upon acquisition. Fixed assets are not capitalized and related depreciation is not
reported in the fund financial statements.

Accrued Liabilities and Long-Term Obligations:

All payables, accrued liabilities, and long-term obligations are reported on the District-Wide financial statements, In general,
governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in full from current
financial resources are reported as obligations of the funds.

Net Assets:

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of related debt
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balance of any borrowing used for the
acquisition, construction, or improvement of those assets. Net assets are reported as restricted when there are limitations
imposed on their use either through the enabling legislation adopted by the School District or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. The School District’s policy is to first apply
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted net assets are
available.

Fund Balance Reserves:

The School District reserves those portions of fund balance which are legally segregated for a specific future use or which
do notrepresent available expendable resources and, therefore, are notavailable for appropriation or expenditure. Unreserved
fund balance indicates that portion which is available for appropriation in future periods. A fund balance reserve has been
established for encumbrances.

Revenue - Exchange and Nonexchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is recorded
on the accrual basis when the exchange takes place. On the modified accrual basis, revenue is recorded in the fiscal year in
which the resources are measurable and become available. Available means the resources will be collected within the current
fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For
the District, available means within sixty days of the fiscal year-end.

Nonexchange transactions, in which the School District receives value without directly giving equal value in return, include
property taxes, income taxes, grants, entitlements and donations. On the accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from income taxes is recognized in the period in which
all eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources are required to be used or the fiscal year when use is first permitted; matching requirements, in which the
School District must provide local resources to be used for a specified purpose; and expenditures requirements, in which the
resources are provided to the School District on a reimbursement basis. On the modified accrual basis, revenue from
nonexchange transactions must aiso be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and available at fiscal
year-end property taxes available as an advance, interest and tuition.

Management Estimates:

The preparationr of financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of revenues and expenditures/expenses during the reporting period. Actual results could
differ from those estimates. 26



INTERLAKEN SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010

NOTE 2. CASH AND CASH EQUIVALENTS AND INVESTMENTS

The District is governed by the deposit and investment limitations of New Jersey state law. The deposits and investments
held at June 30, 2010, and reported at fair value, are as follows:

Carrying
Type Rating ) Maturities Value
Deposits:

Demand deposits 458,368.51
Investments:

Certificate Deposit N/A 12/29/10 35387.64
Total deposits and investments $493.756.15
Reconciliation of Statement of Net Assets

Current:

Cash and cash equivalents 458,368.51
Investments 35.387.64

$493.756.15

Custodial Credit Risk - Deposits in financial institutions, reported as components of cash, cash equivalents, and investments
had a bank balance of $501,736.56 at June 30, 2010. Of the bank balance $250,000.00 was fully insured by depository
insurance and $251,736.56 was secured by a collateral pool held by the bank, but not in the District’s name, as required by
New Jersey statutes.

Investment Interest Rate Risk - The District has no formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. Maturities of investments held at June
30, 2010, are provided in the above schedule.

Investment Credit Risk - The District has no investment policy that limits its investment choices other than the limitation
of state law as follows:

L.

3.

7.

8.

Bond or other obligations of the United States of America or obligations guaranteed by the United State of America;
Government money market mutual funds;

Any obligation that a federal agency or federal instrumentality has issued in accordance with an act of Congress,
which security has a maturity date not greater than 397 days from the date of purchase, provided that such obligations
bear a fixed rate of interest not dependent on any index or other external factor.

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;

Bonds or other obligations, having a maturity date of not more than 397 days from the date of purchase, approved
by the Division of Investment in the Department of Treasury for investment by school district,

Local governments investment pools;

Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1 of P.L. 1977, ¢.281;
or

Agreements for the repurchase of fully collateralized securities.

Concentration of Investment Credit Risk - The District places no limit on the amount it may invest in any one issuer. At
June 390, 2010, all of the District’s investments are with PNC Bank.
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INTERLAKEN SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED})
JUNE 30, 2010

NOTE 3. CAPITAL RESERVE ACCOUNT

A capital reserve account was established by the Interlaken Board of Education prior to July 18, 2000 and therefore shall be
utilized for the original purpose for which funds were deposited (N.J.A.C.6A:26-9.1(h)).

Capital reserve accounts may be established by New Jersey School Districts for the accumulation of funds for use as capital
outlay expenditures in subsequent fiscal years. A 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 outlay expenditures and transfers of such funds for other
uses are prohibited pursuant to N.J.S.A. 18A:22-8-2. Funds withdrawn from the account must be included in the annual
budget certified for taxes as a revenue labeled withdrawal from capital reserve account. Post-April 2004 transfers must be
in compliance with P.L.2004, ¢.73 (S§1701). :

Increases in the account from sources other than investment income cannot exceed the amount appropriated in the annual
budget certified for taxes as an increase in the capital reserve account.

The activity of the capital reserve for the July 1, 2009 to June 30, 2010 fiscal year is as follows:

Beginning balance, July 1, 2009 $35,184.49
Interest earnings 203.15
Deposits

Approved at April 2009 election .00
Withdrawals

Board resolution (.00)
Ending balance, June 30, 2010 $35,387.64

NOTE 4. RECEIVABLES

Receivables at June 30, 2010, consisted of interfund and intergovernmenta! accounts. All receivables are considered
collectible in full. A summary of the principal items of receivables follows:

Governmental Pistrict-Wide
Fund Financial Financial
Statements Statements
State Aid 4,826.00 4,826.00
Local Tax Levy 11,900.00 11,900.00
Interfunds .00 .00
Other 2.352.50 2.352.50
Gross Receivables 19,078.50 19,078.50
Less: Allowance for Uncollectibles 00 .00
Total Receivables, Net $19,078.50 19,078.50

NOTE 5. CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2010, was as follows:

Beginning Transfers or Transfersor Ending
Balance Additions _  Retirements _Balance
Governmental activities:
School Bus 53,619.00 .00 .00 53,619.00
Less Accumulated Depreciation (53.619.00) 00 .00 (53.619.00)
Governmental activity capital assets, net § .00 00 .00 00

Depreciation expense was charged to the following governmental programs:

Pupil Transportation $ .00
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INTERLAKEN SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010

NOTE 6. FUND BALANCE APPROPRIATED

General Fund - Of the $418,152.76 General Fund fund balance at June 30, 2010, $.00 is reserved for encumbrances;
$59,768.19 is reserved as excess surplus in accordance with N.J.S.A. 18A:7F-7; $44,012.43 was reserved as excess surplus
at June 30, 2008 and should have been appropriated and included as anticipated revenue for the year ending June 30,2010
and $30,725.50 was reserved as excess surplus at June 30, 2009 and should have been appropriated and included as
anticipated revenue for the year ending June 30,2011: $35,387.64 has been reserved in the Capital Reserve Account; $.00
has been appropriated and included as anticipated revenue for the year ending June 30, 2011; and $248,259.00 is unreserved
and undesignated.

NOTE 7. CALCULATION OF EXCESS SURPLUS

In accordance with N.J.S.A. 18A:7F-7, as amended by P.L. 2005, ¢.73 (S1701), 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 at the fiscal
year end of June 30, if they did not appropriate a required minimum amount as budgeted fund balance in their subsequent
years’ budget. The excess fund balance at June 30, 2010 is $59,768.19.

NOTE 8. CONTINGENT LIABILITIES

There were no liabilities, contingent or otherwise, which were not provided for by budget appropriation or insurance
coverage.

NOTE 9. PENSION PLANS

Description of Plans - All required employees of the District are covered by either the Public Employees’ Retirement
System or the Teachers’ Pension and Annuity Fund which have been established by state statute and are administered by
the New Jersey Division of Pension and Benefits (Division). According to the State of New Jersey Administrative Code,
all obligations of both Systems will be assumed by the State of New Jersey should the Systems terminate. The Division
issues a publicly available financial report that includes the financial statements and required supplementary information
for the Public Employees’ Retirement System and the Teachers’ Pension and Annuity Fund. These reports may be obtained
by writing to the Division of Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625.

Teachers' Pension and Annuity Fund (TPAF) - The Teachers' Pension and Annuity Fund (TPAF) was established as of
January 1, 1955, under the provisions of N.J.S.A. 18A:66 to provide retirement benefits, death, disability and medical
benefits to certain qualified members. The Teachers’ Pension and Annuity Fund is considered a cost-sharing multiple-
employer plan with a special funding situation, as under current statute, all employer contributions are made by the State
of New Jersey on behalf of the District and the system’s other related non-contributing employers. Membership is
mandatory for substantially all teachers or members of the professional staff certified by the State Board of Examiners, and
employees of the Department of Education who have titles that are unclassified, professional and certified.

Public Employees' Retirement System (PERS) - The Public Employees’ Retirement System (PERS) was established as
of January 1, 1955, under the provisions of N.J.S.A. 43:15A to provide retirement, death, disability and medical benefits
to certain qualified members. The Public Employees’ Retirement System is a cost-sharing multiple-employer plan.
Membership is mandatory for substantially all full-time employees of the State of New Jersey or any county, municipality,
school district, or public agency, provided the employee is not required to be a member of another state-administered
retirement system or other state or local jurisdiction

Vesting and Benefit Provisions - The vesting and benefit provisions for PERS are set by N.J.S.A. 43:15A and 43.3B, and

N.J.S.A. 18A:6C for TPAF. All benefits vest after eight to ten years of service, except for medical benefits that vest after

25 years of service. Retirement benefits for age and service are available at age 60 and are generally determined to be 1/60

of the final average salary for each year of service credit, as defined. Final average salary equals the average salary for the

final three years of service prior to retirement (or highest three years’” compensation if other than the final three years).
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INTERLAKEN SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010

NOTE 9. PENSION PLANS (CONT’D)

Vesting and Benefit Provisions - Members may seek early retirement after achieving 25 years of service credit or they
may elect deferred retirement after achieving eight to ten years of service in which case benefits would begin the first day
of the month after the member attains normal retirement age. The TPAF and PERS provides for specified medical benefits
for members who retire after achieving 25 years of qualified service, as defined, or under the disability provisions of the
System.

Members are always fully vested for their own contributions and, after three years of service credit, become vested for 2%
of related interest earned on the contributions. In the case of death before retirement, members’ beneficiaries are entitled
to full interest credited to the members’ accounts.

Significant Legislation - During the year ended June 30, 1997, legislation was enacted (Chapter 114, P.L.. 1997)
authorizing the New Jersey Economic Development Authority to issue bonds, notes or other obligations for the purpose
of financing, in full or in part, the State of New Jersey's portion of the unfunded accrued liability under the State of New
Jersey retirement systems. Additional legislation enacted during the year ended June 30, 1997 (Chapter 115, P.L. 1997)
changed the asset valuation method from market related value to full-market value. This legislation also contained a
provision to reduce the employee contribution rate by 1/2 of 1% to 4.5% for calendar years 1998 and 1999, and to allow
for a reduction in the employee's rate after calendar year 1999, providing excess valuation assets are available. The
legislation also provided that the Districts’ normal contributions to the fund may be reduced based on the revaluation of
assets. Due to recognition of the bond proceeds and the change in asset valuation method as a result of enactment of
Chapters 114 and 115, all unfunded accrued liabilities were eliminated, except for the unfunded liability for local early
retirement incentive benefits, accordingly, the pension costs for TPAF and PERS were reduced.

Contribution Requirements - The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994, Chapter 115,
P.L.of 1998 and N.J.S.A. 18:66, and requires contributions by active members and contributing employers. Plan member
and employer contributions may be amended by State of New Jersey legislation. TPAF and PERS provide for employee
contributions of 5% of employees' annual compensation, as defined. Employers are required to contribute at an actuarially
determined rate in both TPAF and PERS. The actuarially determined contribution includes funding for cost-of-living
adjustments, noncontributory death benefits, and post-retirement medical premiums. Under current statute the District is
a non-contributing employer of the TPAF.

Three-Year Trend Information for PERS

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/10 2,248.00 100% 2,248.00
6/30/09 3,976.80 100% 3,976.80
6/30/08 None 100% None
Three-Year Trend Information for TPAF (Paid on-behalf of the District)
Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/10 .00 100% 00
6/30/09 00 100% 00
6/30/08 1,374.00 100% 1,374.00

During the fiscal year ended June 30, 2010, the State of New Jersey contributed $.00 to the TPAF for normal and post-
retirement benefits on behalf of the District. Also, in accordance with N.J.S.A. 18A:66-66 the State of New Jersey
reimbursed the District $117.94 during the year ended June 30, 2010 for the employer's share of social security
contributions for TPAF members, as calculated on their base salaries. This amount has been included in the general-
purpose financial statements, and the combining and individual fund and account group statements and schedules as a
revenue and expenditure in accordance with GASB 27.
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NOTE 10. POST-RETIREMENT BENEFITS

P.L. 1987, ¢.384 and P.L. 1990, ¢.6 required Teachers’ Pension and Annuity Fund (TPAF) and the Public Employees’
Retirement System (PERS), respectively, to fund post-retirement medical benefits for those State employees whoretire after
accumulating 25 years of credited service or on a disability retirement. P.L. 2007, ¢.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, 2009, there were 84,590 retirees eligible for post-retirement medical benefits. The cost of these
benefits is funded through contributions by the State in accordance with P.L. 1994, ¢.62. Fund of post-retirement medical
premiums changed from a pre-funding basis to a pay-as-you-go basis beginning in Fiscal Year 1994.

The State made post-retirement (PRM) contribution of $1.38 billion for fiscal year 2009 and 3.22 million for fiscal year
2008.

The State is also responsible for the cost attributable to P.L. 1992, ¢.126, which provides free health benefits to members
of PERS, TPAF and the Alternate Benefit Program who retired from a board of education or county college with 25 years
of service. The State paid $116.9 million toward Chapter 126 benefits for 13,320 eligible retired members in Fiscal Year
2009.

NOTE 11. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters.

Property and Liability Insurance - The District maintains commercial insurance coverage for property, liability and surety
bonds. A complete schedule of insurance coverage can be found in the Statistical Section of this Comprehensive Annual
Financial Report.

New Jersey Unemployment Compensation Insurance - 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 expendable
trust fund for the current and previous two years:

Interest Earnings/

District Employee Amount Ending
Fiscal Year Contributions Contributions Reimbursed Balance
2009-2010 $29.40 $ 29.75 None $10,013.11
2008-2009 14.33 139.62 None 9,953.96
2007-2008 14.34 129.56 None 9,800.01

NOTE 12. INTERFUND RECEIVABLES. PAYABLES AND TRANSFERS

Interfund balances at June 30, 2010 consisted of the following individual fund receivable and payables:

Due From DueTo
Other Funds Other Funds
General Fund:
Unemployment Compensation Trust 00 428.50
Unemployment Compensation Trust:
General Fund 428.50 .00
$428.50 428.50

The general fund’s interfund payable to the unemployment compensation trust fund is reported as other payable on the
District-Wide statement of net assets. The interfund represents a difference in the amount of payroll deductions not sent
over to the unemployment compensation trust fund. All of the interfunds represent short-term loans.
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Exhibit C-1
INTERLAKEN SCHOOL DISTRICT
General Fund

Budgetary Comparison Schedule
For the Fiscal Year Ended June 30, 2010

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Acfual (Unfavorable)

REVENUES:
Local Sources:
Local Tax Levy 496,704.00 00 496,704.00  496,704.00 .00
Interest Earned on Capital Reserve Funds 100.00 .00 100.00 203.15 103.15
Miscellaneous .00 .00 .00 3.420.88 3,420.88
Total Local Sources 496,804.00 .00 496.804.00 500.328.03 3.524.03
State Sources:
Transportation Aid 31,886.00 .00 31,886.00 25,162,000 {6,724.00)
Special Education Categorical Aid 13,352.00 .00 13,352.00 7,636.00 (5,716.00)
: Security Aid 1,937.00 .00 1,937.00 1,025.00 (912.00)
Adjustment Aid 18,432.00 .00 18,432.00 31,784.00 13,352.00
: Non-Public Transportation Costs Aid .00 .00 .00 4,826.00 4,826.00
: On-behalf TPAF Pension Contributions
{(Non-budgeted) .00 .00 .00 00 .00
Reimbursed TPAF Social Security
Contributions (Non-budgeted) .00 .00 .00 117.94 117.94
Total State Sources 65,607.00 .00 65,607.00 70,550.94 4,943.94
i Total Revenues 562.411.00 00 562411.00 570.878.97 8.467.97
EXPENDITURES:

Current Expense:
Undistributed Expenditures - Instruction;

- Tuition to Other LEAS Within the State - Regular 80,860.00  (8,860.00) 72,000.00  72,000.00 00
: Tuition to Other LEAS Within the State - Special 79,509.00 (14,600.95) 64,908.05 64,908.05 .00
Tuition to County Vocational School Districts -
Regular 18,150.00 .00 18,150.00 17,400.00 750.00
Tuition to Private Schools for the Handicapped -
Within the State 171,151.00 23,460.95 194,611.95 183,138.90 11,473.05
Tuition - Other 1,200.00 .00 1,200.00 00 _1.200.00
Total Undistributed Expenditures - Instruction 350.870.00 .00 350.870.00 337.446.95 13.423.05
Undistributed Expenditures - Health Services:
Purchased Professional & Technical Services 15.000.00 .00 15.000.00 00 15,000.00
Total Undistributed Expenditures - Health Services 15.000.00 .00 15.000.00 .00 15,000.00

See Management’s Discussion and Analysis section of this report for explanation of significant budget variances, original
and final
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Exhibit C-1
INTERLAKEN SCHOOL DISTRICT {Continued)
General Fund
Budgetary Comparison Schedule
For the Fiscal Year Fnded June 30, 2010

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Actual (Unfavorable)

EXPENDITURES: (Continued):
Undistributed Expenditures - Support
Services General Administration:

Salaries 2,055.00 00 2,055.00 1,456.30 598.70
Legal Services 3,000.00 00 3,000.00 865.00 2,135.00
Audit Fees 5,000.00 .00 5,000.00 4,898.00 102.00
Other Purchased Professional Services 2,700.00 (2,265.00) 435.00 335.06 99.94
Communications/Telephone 1,025.00 .00 1,025.00 695.60 329.40
BOE Other Purchase Services 500.00 547.00 1,047.00 1,047.00 .00
Other Purchased Services 3,800.00 (2,091.00) 1,7059.00 809.94 899.06
Miscellaneous Expenditures 106.00 .00 100.00 .00 100.00
- BOE Membership Dues and Fees 1,100.00 .00 1,100.00 195.00 905.00
Total Undistributed Expenditures - Support
Services General Administration 19.280.00 (3.809.00) _15.471.00 10.301.90 5.169.10
Undistributed Expenditures - Central Services:
Salaries 00 1,542.00 1,542.00 1,541.66 34
Purchased Professional and Technical Services 16,400.00 2,267.00 18,667.00 18,666.71 29
Supplies and Materials 500.00 .00 500.00 00 500.00
Miscellaneous Expenditures 85.00 .00 85.00 00 85.00

Total Undistributed Expenditures - Central Services 16.985.00 3.809.00 _20,794.00 _20,208.37 585.63
Undistributed Expenditures - Student
Transportation Services:
Salaries for Pupil Transportation

(Between Home & School) - Regular 25,001.00 6,391.00 31,392.00  31,391.97 .03
Cleaning, Repair & Maintenance Services 15,000.00 (8,378.00) 6,622.00 2,266.56 4,355.44
Contract Services (Between Home and School) -

Joint Agreement : 1,500.00 .00 1,500.00 00 1,500.00
Contracted Services (Regular Students)-ESC’s 17,000.00 .00 17,000.00 §,419.12 8,580.88
Contracted Services (Special Ed, Students)-ESC’s 86,600.00 .00 86,600.00 86,079.91 520.09
Miscellaneous Purchased Services -Transportation 2,000.00 1,987.00 3,887.00 3,987.00 .00
Supplies and Materials 7,500.00 {42.00) 7.458.00 1,291.12 6.166.88

Total Undistributed Expenditures - Student

Transportation Services 154.601.00 {42.00y 154,559.00 133.435.68 _21.123.32
Unallocated Benefits - Employee Benefits:

Social Security Contributions 2,500.00 355.00 2,855.00 2,824.44 30.56

Other Retirement Contributions - Regular 1,300.00 1,462.00 2,762.00 2,248.00 514.00

Workmen’s Compensation 1,775.00  {1,775.00) .00 .00 .00
Total Unallocated Benefits - Employee Benefits 5,575.00 42.00 5,617.00 5.072.44 544.56
On-behalf TPAF Pension Contributions

(Non-Budgeted) .00 .00 .00 .00 .00
Reimbursed TPAF Social Security Contributions

{Non-Budgeted) ‘ .00 .00 00 117.94 (117.94)
Total On-Behalf Contributions .00 .00 00 117.94 (117.94)
Total Personal Services - Employee Benefits 5.575.00 .00 5.617.00 5.190.38 426.62
Total Undistributed Expenditures 562.311.00 00 562.311.00 506.583.28 55.727.72

Total Expenditures - Current Expenses 562.311.00 00 56231100 506.58328 53.727.72

See Management’s Discussion and Analysis section of the report for explanation of significant budget variances, original
and final. 33



Exhibit C-1
INTERLAKEN SCHOOL DISTRICT (Completed)
General Fund
Budgetary Comparison Schedule
For the Fiscal Year Ended June 30, 2010

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Actuzl _(Unfavorable)

EXPENDITURES: (Continued):

Capital Outlay:

Interest Deposit to Capital Reserve 100.00 .00 100.00 00 100.00
Total Capital Outlay 100.00 .00 100.00 00 100.60
Total Expenditures 562.411.00 00 562.411.00 306.583.28 _55.827.72
Excess (Deficiency) of Revenues Over (Under)

Expenditures 00 .00 00 6429569 _64,295.69
Fund Balances - July 1 360.424.07 00 36042407 360.424.07 .00
Fund Balances - July 30 36042407 00 36042407 42471976 _64,295.69

Recapitulation:

Reserve for Encumbrances .00

Capital Reserve 35,387.64

Reserve for Excess Surplus - Designated for Subsequent Year’s Expenditures 74,737.93

Reserve for Excess Surplus 59,768.19

Designated for Subsequent Year’s Expenditures .00

Unrestricted Fund Balance 254,826.00

424,719.76

Reconciliation to Governmental Funds Statement (GAAP):

Last Two State Aid Payments not recognized on GAAP Basis (6,567.00)

Fund Balance per Governmental Funds (GAAP) $418.152.76

See Management’s Discussion and Analysis section of the report for explanation of significant budget variances, original
and final.
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Exhibit C-3
INTERLAKEN SCHOOL DISTRICT
Notes to Required Supplementary Information
Budget-to-GAAP Reconciliation
For the Fiscal Year Ended June 30, 2010

Note A - Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues
and Expenditures

General Fund Special Revenue Fund

Sources/inflows of revenue
Actual amounts (budgetary) “revenues” from the
budgetary comparison schedules 570,878.97 -

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

State aid payment recognized for GAAP statements in
the current year, previously recognized for budgetary
purposes. 6,456.00 -

State aid payment recognized for budgetary purposes,
not recognized for GAAP statements until the

subsequent year. (6.567.00) -

Total revenues as reported for budgetary purposes,
not recognized for GAAP statements until the
subsequent year, $570.767.97 -

Uses/outflows of resources
Actual amounts (budgetary basis) “total outflows” from
the budgetary comparison schedule 506,583.28 -

Differences - budget to GAAP:
Encumbrances for supplies and equipment ordered
but not received are reported in the year the order is
placed for budgetary purposes, but in the year the
supplies are received for financial reporting purposes. - -

Transfers to and from other funds are presented as

outflows of budgetary resources but are not

expenditures for financial reporting purposes.

Net transfers (outflows) to general fund. - -

Total expenditures as reported on the statement of

revenues, expenditures, and changes in fund balances -
governmental funds. $506,583.28 -
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STATISTICAL SECTION (Unaudited)




Governmental activities
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total governmental activitios net assets

Business-type activities
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total business-type activities net assets

District-wide
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total district net assets

Source: CAFR Scehdule A-1

Interlaken School District
Net Assets by Component,
Last Seven Fiscal Years

(accrual basis of accounting)

Exhibit J-1

Unaudited
Fiscal Year Ended June 30,

2004 2005 2006 2007 2008 2009 2010

$ - $ - 3 - $ - $ - $ - $ -
46,230 31,591 67,399 68,448 78,605 109,922 169,894
233,294 238,164 231,345 213,805 246,943 244,046 248,259
$ 279,524 $269,755 $298744 $ 282,253 § 325548 $353,968 § 418,153

$ - 3 - 3 - 3 - $ - $ - $ -

§ - $ - 3 - $ - $ - 3 - $ -

$ - $ - $ - $ - $ - $ - $ -
46,230 31,591 67,399 68,448 78,605 108,922 169,894
233,294 238,164 231,345 213,805 246,943 244,046 248,259
$ 279524 $269,755 $298,744 $ 282,253 $ 325548 §$353968 $ 418,153
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Exhibit J-5
Interlaken School District
Generat Fund Other Local Revenue By Source
Last Ten Fiscal Years

Unaudited
Fiscal Year Interest on Prior Year
Ended June 30, Investments Refunds Misc. Total
2001 $ 11,776 & 8695 % - % 20,471
2002 6,847 4174 - 11,021
2003 3,199 2,377 - 5,576
2004 2,294 2,243 - 4,537
2005 3,700 39 - 3,739
2006 8,941 160 442 9,543
2007 11,573 - 17 11,590
2008 8,561 : - 3,644 12,205
2009 4,326 - 1 4,327
2010 2,025 - 1.599 3,624

Source: District Records
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Interlaken School District
Legal Debt Margin Information,
Last Ten Fiscal Years
Unaudited

N/A
NON-OPERATING DISTRICT
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interlaken School District

Demographic and Economic Statistics

Last Ten Fiscal Years

Unaudited
Personal
income Per Capita
{thousands of Persanal Unemployment
Year _Popuiation * dollars)” Income ® Rate*
2001 204 $ - $ 43,437 2.6%
2002 905 - 42,819 3.8%
2003 806 - 42,962 3.8%
2004 804 - 46,066 3.2%
2005 898 - 47,724 4.1%
2006 891 - 51,455 4.2%
2007 B84 - 54,801 3.8%
2008 877 - 56,775 5.0%
2009 876 - N/A 5.0%
2010 B76 - N/A 8.3%
Source:

? Population information provided by the NJ Dept of Labor and Workforce Devetopment
® Personal | ncome - not available
¢ Per Capita~- US Depariment of Commerce

“Unemployment data provided by the NJ Dept of Labor and Workforce Development
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Interlaken School District
Insurance Schedule
For The Fiscal Year Ended June 30, 2010
Unaudted

Exhibit J-20

Company Type of Coverage Coverage Deductible

NJSBAIG School Package Paolicy

Comprehensive General Liability $ 6,000,000

Comprehensive Autotomobile Liability 6,000,000 1,000
NJSBAIG Umbrella Liability

Umbrelia policy 3,000,000 10,000
NJSBAIG School Board Legal Liability

Directors and Officers Policy 1,000,000 1,000

Statutory

NJSBAIG Workers' Compensation

Source: District Records
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ALVINO & SHECHTER, L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
110 Fortunato Place
Neptune, New Jersey 07753-3767

VINCENT j. ALVINO, CPA, PSA Phone: (732) 922-4222,
ALLEN B. SHECHTER, CPA, RMA, PSA Fax: (732) 922-4533
Member

American Institute of Certified Public Accountants
New Jersey Society of Certified Public Accountants
PCPS of the AICPA Division of CPA Firms

Exhibit K-1

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable President and
Members of the Board of Education
Interlaken School District

County of Monmouth, New Jersey

We have audited the financial statements of the Board of Education of the Interlaken School District in the County of
Monmouth as of and for the year ended June 30, 2010, and have issued our report thereon dated Febroary 3, 2011. 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 Division of Finance, Department of Education, State
of New Jersey.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Interlaken Board of Education's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Interlaken Board of Education’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Interlaken Board of Education’s internal control over financial reporting,.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance

As part of obtaining reasonable assurance about whether the Interlaken Board of Education's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that
are required to be reported under Government and State Auditing Standards and audit requirements as prescribed by the
Division of Finance, Department of Education, State of New Jersey.

We noted certain matters that we have reported to the Board of Education of the Interlaken School District in a separate
Auditors Management Report on Administrative Findings Financial, Compliance and Performance dated February 03,
2011.

This report is intended solely for the information and use of the management of the Interlaken Board of Education, the

New Jersey State Department of Education and other federal and state awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

Licensed Public School Accountant

No. 2183
ALVINO & SHECHTER, L.L.C.

February 3, 2011
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Exhibit K-35
Interlaken School District
Notes to Schedules of Expenditures of Awards and Financial Assistance
June 30, 2010

NOTE 1. GENERAL

The accompanying schedules of expenditures of federal awards and state financial assistance include the federal and state
award activity of the Board of Education, Interlaken School District. The Board of Education is defined in Note 1 to the
Board's basic financial statements. All federal and state awards received directly from federal and state agencies, as well
as federal awards and state financial assistance passed through other government agencies is included on the schedule of
expenditures of federal awards and state financial assistance.

NOTE 2. BASIS OF ACCOUNTING

The accompanying schedules of expenditures of awards and financial assistance are presented on the budgetary basis of
accounting. These bases of accounting are described in Note 1 to the Board’s basic financial statements.

NOTE 3. RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

The basic financial statements present the general fund and special revenue fund ona GAAP basis. Budgetary comparison
statements or schedules (RST) are presented for the general fund and special revenue fund to demonstrate finance-related
legal compliance in which certain revenue is permitted by law or grant agreement to be recognized in the audit year,
whereas for GAAP reporting, revenue is not recognized until the subsequent year or when expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis with the exception of the
revenue recognition of the last state aid payment in the current budget year, which is mandated pursuantto N.J.S.A. 1 8A:22-
44.2. For GAAP purposes, that payment is not recognized until the subsequent budget year due to the state deferral and
recording of the last state aid payment in the subsequent year. The special revenue fund is presented in the accompanying
schedules on the grant accounting budgetary basis which recognizes encumbrances as expenditures and also recognizes the
related revenues, whereas the GAAP basis does not. The special revenue fund also recognizes the last state aid payment
in the current budget year, consistent with N.J.S.A. 18A:22-4.2.

The net adjusted to reconcile from the budgetary basis to the GAAP basis is $(111.00) for the general fund and $.00 for
the special revenue fund. See Note A [ the Notes to Required Supplementary Information] for a reconciliation of the
budgetary basis to the modified accrual basis of accounting for the general and special revenue funds. Awards and financial
assistance revenues are reported in the Board’s statements on a GAAP basis as follows:

Federal State Total
General Fund .00 70,439.94 70,439.94
Special Revenue Fund 00 .00 00
Total Awards & Financial Assistance $ .00 70.439.94 70.439.94

NOTE 4. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with amounts reported in the related federal awards and state
financial assistance reports.

NOTE 5. OTHER

TPAF Social Security Contributions represents the amount reimbursed by the state for the employer’s share of social
security contributions for TPAF members for the year ended June 30, 2010.
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Exhibit K-6
INTERLAKEN SCHOOL DISTRICT

Schedule of Findings of Noncompliance

For the Fiscal Year Ended June 30, 2010

NONE
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