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STONE HARBOR BOARD OF EDUCATION 
275 93rd STREET   STONE HARBOR, NJ 08247 

PH #609-368-4596 X24   FAX #609-368-6545 
 

  DAVID RAUENZAHN  STACEY LaROCCA-TRACY        HENRY BERMANN/LINDA 
FIORI  
Chief School Administrator       Supervisor of Curriculum & Instruction   Business  
Administrator 
 
November 9, 2010 
 
Honorable President and 
Members of the Board of Education  
Borough of Stone Harbor School District 
County of Cape May 
Stone Harbor, New Jersey 
 
Dear Board Members: 
 
The comprehensive annual financial report of the Borough of Stone Harbor 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 Board of 
Education (Board).  To the best of our knowledge and belief, the data presented in this 
report is accurate in all material respects and is reported in a manner designed to present 
fairly the financial position and results of operations of the various funds 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 single audit.  The introductory section includes this transmittal 
letter, the District's organizational chart and a list of principal officials.  The financial 
section includes the Management’s Discussion and Analysis, basic 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, OMB Circular A-133 Audits of States, Local 
Governments, and Non-Profit Organizations, and State Treasury Circular Letter 04-04 
OMB, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid.  
However, the auditor's report on the internal control structure and compliance with 
applicable laws and regulations and findings and recommendations, are included in the 
single audit section of this report. 
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1) REPORTING ENTITY AND ITS SERVICES:    
 
The Borough of Stone Harbor School District is an independent reporting entity as set 
forth in Section 2100 of the GASB Codification of Governmental Accounting and 
Financial Reporting Standards.  All funds and account groups of the District are included 
in this report.  The Borough of Stone Harbor Board of Education and the school district 
constitute the District's reporting entity. 
 
The District provides a full range of educational services appropriate to grade levels K 
through 8 and includes servicing Avalon kindergarten students as tuition students to the 
District.  Additionally, it provides tuition for grades 9 through 12 to Middle Township 
High School and to the Cape May County Special Services School District.  These 
include regular, as well as special education for handicapped students.  The District 
completed the 2009-2010 fiscal year with an enrollment of 61 students, which is 15 
students below the previous year’s enrollment.  
 
The following details the changes in the student enrollment of the District over the last 
ten years. 

 Average Daily 
Enrollment 

 

Fiscal Student Percent 
Year  Enrollment  Change 

2009-2010 63 (19.3%) 
2008-2009 78 (7.1)% 
2007-2008 84 (12.5)% 
2006-2007 96 12.9% 
2005-2006 85 2% 
2004-2005 83 (4.6)% 
2003-2004 87 (9.4)% 
2002-2003 96 5.9% 
2001-2002 90.6 (5.9)% 
2000-2001 96.3 9.8% 

 
2) ECONOMIC CONDITION AND OUTLOOK:    
 
Stone Harbor Borough is an affluent seashore community consisting primarily of 
residential properties.  The estimated 958 permanent, year round resident population 
(1994 U.S. Bureau of Census, Population Division) swells to approximately 25,000 
during the summer season.  There is no major industry and very little room for growth in 
both the residential and business districts.  Most residential properties are used for 
income purposes (summer rentals). 
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3) MAJOR INIATIVES: 
 
Students continued to score above the state and national averages.  We continue to align 
our curriculum syllabus with the New Jersey State Department’s Core Content Standards 
and with the Work Place Readiness Standards.  Technology continues to play a 
supplemental role in all academic areas. 
 
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).  Internal control is designed to provide reasonable, but not absolute, 
assurance that these objectives are met.  The concept of reasonable assurance recognizes 
that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) 
the valuation of costs and benefits requires estimates and judgments by the District 
management. 
 
As a recipient of federal awards and state financial assistance, the District also is 
responsible for ensuring that adequate internal controls are in place to ensure compliance 
with applicable laws and regulations related to those programs.  Internal control is also 
subject to periodic evaluation by the District management.   
 
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, the special revenue fund, 
and the debt service fund.  Project-length budgets are approved for the capital 
improvements accounted for in the capital projects fund.  The final budget amount as 
amended for the fiscal year is reflected in the financial section. 
 
An encumbrance accounting system is used to record outstanding purchase commitments 
on a line item basis.  Open encumbrances at year-end are either canceled or are included 
as 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. 
 
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. 
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Swartz & Co., LLC 
CERTIFIED PUBLIC ACCOUNTANTS 
P.O. Box 548, Mays Landing, NJ 08330 

 
Member: New Jersey Society of CPAs               Phone: (609) 625-0999 
              American Institute of CPAs              Toll Free in N.J.:(877) 310-0999 
              AICPA Private Companies Practice Section    www.swartzcocpa.com                                                       Fax: (609) 625-2421 
 

 
 

Independent Auditor’s Report 
 

Honorable President and 
Members of the Board of Education 
Borough of Stone Harbor School District 
County of Cape May, 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 Borough of Stone Harbor School District in the County of Cape May, 
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 Borough of Stone Harbor Board of Education’s management.  Our 
responsibility is to express opinions on these financial statements based on our audit.   
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and in compliance with audit 
requirements as prescribed by the Division of Finance, Department of Education, State of New 
Jersey.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit 
includes consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the District’s internal control over financial reporting.  
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements.  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 opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, business-type activities, each 
major fund and the aggregate remaining fund information of the Borough of Stone Harbor Board 
of Education, in the County of Cape May, State of New Jersey, as of June 30, 2010 and the 
respective changes in 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. 
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In accordance with Government Auditing Standards, we have also issued our report dated 
November 9, 2010 on our consideration of the Borough of Stone Harbor Board of Education’s 
internal control over financial reporting and on our tests of its compliance with certain provisions 
of laws, regulations, contracts and grant agreements and other matters.  The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control 
over financial reporting or on compliance.  That report is an integral part of an audit performed 
in accordance with Government Auditing Standards and should be considered in assessing the 
results of our audit. 
 
The Management Discussion and Analysis and Budgetary Comparison Information as noted in 
the table of contents 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 
inquiries of management regarding the methods of measurement and presentation of the required 
supplementary information.  However, we did not audit the information and express no opinion 
on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Borough of Stone Harbor Board of Education’s basic financial 
statements.  The introductory section, 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 accompanying schedules of expenditures of federal awards 
and state financial assistance are presented for purposes of additional analysis as required by 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations, and New Jersey OMB’s Circular 04-04, Single Audit Policy for 
Recipients of Federal Grants, State Grants and State Aid respectively, and are not a required part 
of the basic financial statements of the Borough of Stone Harbor Board of Education in the 
County of Cape May, State of New Jersey.  The combining and individual fund financial 
statements and the schedules of expenditures of federal awards and state financial assistance 
have been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, are fairly stated in all material respects in relation to the basic 
financial statements taken as a whole.  The introductory section 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.   
 
Robert E. Swartz, CPA 
 
Robert E. Swartz, CPA 
Licensed Public School Accountant 
No.   CS00667 
 
Swartz and Co., LLC 
 
Swartz and Co., LLC 
Certified Public Accountants 
 
November 9, 2010 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
This section of the Borough of Stone Harbor School District (“District”) annual financial 
report presents our discussion and analysis of the District’s financial performance during the 
fiscal year that ended on June 30, 2010.  Please read it in conjunction with the transmittal 
letter at the front of this report and the District’s financial statement. 
 
FINANCIAL HIGHLIGHTS 
 

• The net assets of the District increased over the prior year as a result of careful 
monitoring of expenditures.   

• The State of New Jersey reimbursed the District $78, 058 during the fiscal year ended 
June 30, 2010 for the employer’s share of social security contributions and $70,154 in 
pension contributions for TPAF members as calculated on their base salaries.  This 
amount, which is not budgeted, is included as both a revenue and appropriation in the 
financial statements. 

• As indicated by New Jersey State Statutes, the unreserved fund balance of the general 
fund is limited to 2% of the total general fund expenditures or $250,000, whichever is 
greater.  Any excess is required to be designated as Reserved Fund Balance – Excess 
Surplus and included in the next year’s budget as budgeted fund balance.  As of June 
30, 2010 the District had excess surplus of $294,595.  The excess surplus of $125,782 
was required to be budgeted as a revenue for the year ending June 30, 2011 and 
$168,813 is designated for subsequent year budgets. 

• During the fiscal year ended June 30, 2010, the District’s expenses were 
approximately $268,000 less than total revenue realized in the fund financial 
statements.  

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This annual report consists of four parts – management’s discussion and analysis (this 
section), the basic financial statements, required supplementary information, and an optional 
section that presents combining statements for special revenue, proprietary, and fiduciary 
funds.  The basic financial statements include two kinds of statements that present different 
views of the District. 
 

• The first two statements are government-wide financial statements that provide both 
long-term and short-term information about the District’s overall financial status. 

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

 The governmental funds statements tell how general government services like 
instruction were financed in the short term as well as what remains for future 
spending. 

 Proprietary fund statements offer short- and long-term financial information 
about the activities the District operates like businesses, such as the milk 
program. 

10



 Fiduciary fund statements provide information about the financial relationships 
– like the unemployment trust fund – in which the District acts solely as a 
trustee or agent for the benefit of others, to whom the resources in question 
belong. 

 
The financial statements also include notes that explain some of the information in the 
financial statements and provide more detailed data.  The statements are followed by a section 
of required supplementary information that further explains and supports the information in 
the financial statements.  Figure A-1 shows how the required parts of this annual report are 
arranged and relate to one another. 
 
Figure A-1 summarizes the major features of the District’s financial statements, including the 
portion of the District’s government they cover and the types of information they contain.  
The remainder of this overview section of management’s discussion and analysis explains the 
structure and contents of each of the statements. 
 

Figure A-1 
Major Features of Borough of Stone Harbor Board of Education’s 

Government-wide and Fund Financial Statements 
  Fund Statements 
 Government wide Governmental Proprietary Fiduciary 
 Statements Funds Funds Funds 

Scope Entire District  
(except fiduciary 

funds) 

The activities of 
the District that 

are not 
proprietary or 
fiduciary, such 
as food service 

and student 
activities 

Activities the 
District 

operates similar 
to private 

businesses; 
food service 

Instances in which 
the District is the 

trustee or agent for 
someone else’s 

resources, such as 
payroll agency and 
student activities. 

Required 
financial 

statements 

Statement of net 
assets 

 
Statement of 

activities 

Balance sheet 
 

Statement of 
revenues, 

expenditures, 
and changes in 
fund balances 

Statement of 
net assets 

 
Statement of 

revenues, 
expenses, and 
changes in net 

assets 
 

Statement of 
cash flows 

Statement of 
fiduciary net assets 

 
Statement of 
changes in 

fiduciary net assets

Accounting 
basis and 
measurement 
focus 

Accrual 
accounting and 

economic 
resources focus 

Modified 
accrual 

accounting and 
current 

financial 
resources focus 

Accrual 
accounting and 

economic 
resources focus 

Accrual 
accounting and 

economic 
resources focus 
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Type of 
asset/liability 
information 

All assets and 
liabilities, both 
financial and 

capital, and short-
term and long-

term. 

Only assets 
expected to be 
used up and 

liabilities that 
come due 

during the year 
or soon 

thereafter; no 
capital assets 

included. 

All assets and 
liabilities, both 
financial and 
capital, and 

short-term and 
long-term. 

All assets and 
liabilities, both 
short-term and 

long-term. 

Type of 
inflow/outflow 

information 

All revenues and 
expenses during 

the year, 
regardless of when 
cash is received or 

paid. 

Revenues for 
which cash is 

received during 
or soon after the 
end of the year; 

expenditures 
when goods or 
services have 
been received 

and payment is 
due during the 
year or soon 

thereafter 

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

paid. 

All revenues and 
expenses during 

year, regardless of 
when cash is 

received or paid. 

 
Government-wide Statements 
 
The government-wide statements report information about the District as a whole using 
accounting methods similar to those used by private-sector companies.  The statement of net 
assets includes all of the government’s assets and liabilities.  All of the current year’s 
revenues and expenses are accounted for in the statement of activities regardless of when cash 
is received or paid. 
 
The two government-wide statements report the District’s net assets and how they have 
changed.  Net assets – the difference between the District’s assets and liabilities – is one way 
to measure the District’s financial health, or position. 
 

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

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

 
The government-wide financial statements of the District are divided into two categories: 
 

• Governmental activities – most of the District’s basic services are included here, such 
as instruction, transportation, administration, and plant operations.  Property taxes and 
state and federal grants finance most of these activities. 
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• Business-type activities – the District charges fees to customers to help it cover the 
costs of certain services it provides.  The District’s milk fund program is included 
here. 

 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about the District’s most 
significant funds – not the District as a whole.  Funds are accounting devices that the District 
uses to keep track of specific sources of funding and spending for particular purposes. 
 
The District has three kinds of funds: 
 

• Governmental funds – Most of the District’s basic services are included in 
governmental funds, which focus on (1) how cash and other financial assets that can 
readily be converted to cash flow in and out and (2) the balances left at year-end that 
are available for spending.  Consequently, the governmental funds statements provide 
a detailed short-term view that helps you determine whether there are more or fewer 
financial resources that can be spent in the near future to finance the District’s 
programs.  Because this information does not encompass the additional long-term 
focus of the government-wide statements, we provide additional information at the 
bottom of the governmental funds statement that explains the relationship (or 
differences) between them. 

• Proprietary funds – Services for which the District charges customers a fee are 
generally reported in proprietary funds.  Proprietary funds, like the government-wide 
statements, provide both long- and short-term financial information.  In fact, the 
District’s enterprise funds (one type of proprietary fund) are the same as its business-
type activities, but provide more detail and additional information, such as cash flows. 

• Fiduciary funds – The District is the trustee, or fiduciary, for other assets that - 
because of a trust arrangement – can be used only for the trust beneficiaries.  The 
District is responsible for ensuring that the assets reported in these funds are used for 
their intended purposes.  All of the District’s fiduciary activities are reported in 
separate statement of fiduciary net assets and a statement of changes in fiduciary net 
assets.  We exclude these activities from the District’s government-wide financial 
statements because the District cannot use these assets to finance its operations. 

 
FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 
 
Net assets.  The District’s governmental activities net assets increased between fiscal years 
2010 and 2009 as a result of controlling costs and an increase in the Local tax levy to offset 
the loss in State Aid.  The business-type activities net assets increased slightly due to a small 
prior period adjustment. 
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2010 2009 2010 2009 2010 2009

Current and other assets  $  1,042,028  $      768,460           1,424           2,287    1,043,452 770,747      
Capital assets      1,854,129       1,923,663                 -                   -      1,854,129 1,923,663   
    Total assets      2,896,157       2,692,123           1,424           2,287    2,897,581    2,694,410 

Other liabilities         188,817          133,774           1,695       188,817 135,469      
   Total liabilities         188,817          133,774                 -             1,695       188,817       135,469 

Net assets
   Invested in capital assets      1,854,129       1,923,663 1,854,129   1,923,663   
   Restricted         622,660          365,814 622,660      365,814      
   Unrestricted         230,551          268,872           1,424              592 231,975      269,464      
   Total net assets  $  2,707,340  $   2,558,349           1,424              592    2,708,764    2,558,941 

Net assets of the District increased slightly due to decreased spending various costs and an 
increase in the Local tax levy.  Also, included in long-term liabilities are amounts due to be 
paid on compensated absences. 
 
As required by New Jersey Statutes, the unrestricted net assets of the District are not 
permitted to exceed 2% of total general fund expenditures, after reductions for On-behalf 
TPAF pension and social security.  Any excess must be appropriated as budgeted fund 
balance in the subsequent years’ budget.  As of June 30, 2010, the District had excess fund 
balance in the amount of $294,595 of which $125,782 has been included in the 2010-2011 
budget and the remaining $168,813 will be included in the 2011-2012 budget. 
 
Changes in net assets.  The total general fund revenue of the District increased 
approximately $80,000 due to an increase in property taxes.  
 
Approximately 9% of the District’s general fund revenue comes from the State of New Jersey 
in the form of non-restricted  federal and state aid.  This aid is based on the District’s 
enrollment as well as other factors related to the District’s formula aid which is a relationship 
of the adequacy budget and the Borough’s property values and income of the residents .  The 
District expenses are primarily related to instruction, administration, and plant operations. 
 

Amount Percentage Amount Percentage

Property taxes $ 2,129,907  84.05% 2,047,988   83.75%
Unrestricted Federal and State aid 239,464     9.45% 235,531      9.63%
Tuition 156,097     6.16% 149,991      6.13%
Operating grants and contributions 2,780         0.11% 186             0.01%
Other 5,740       0.23% 11,770       0.48%
Totals $ 2,533,988 100.00% 2,445,466  100.00%

2010 2009
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Governmental Activities 
 
The following schedule summarizes the governmental and business-type activities of the 
District during the 2010 and 2009 fiscal years. 
 

Governmental Activities Business-type Activities
2010 2009 2010 2009 2010 2009

Revenues
Program revenue
  Charges for services $ 99,099          97,285         1,421          1,553        100,520      98,838        
  State grants and entitlements 49,815          14,502         -              -            49,815        14,502        
General revenues
   Property taxes 2,129,907     2,047,988    2,129,907   2,047,988   
   Tuition 156,097        149,991       156,097      149,991      
   State aid entitlements 242,244        200,391       242,244      200,391      
   Other 5,740            32,594         808             -            6,548          32,594        
     Total revenues 2,682,902     2,542,751    2,229          1,553        2,685,131   2,544,304   

Expenses
Instruction:
   Regular 1,118,763     1,071,211    1,118,763   1,071,211   
   Special Education 86,445          84,639         86,445        84,639        
   Other Instruction 14,907          17,723         14,907        17,723        
Support services:
 Tuition 240,719        310,509       240,719      310,509      
 Student & instruction related 
services 422,926        413,932       422,926      413,932      
 School administration services 103,098        77,744         103,098      77,744        
 General & business admin 79,892          109,618       79,892        109,618      
 Plant operations & maintenance 273,800        232,434       273,800      232,434      
 Pupil transportation 44,447          60,993         44,447        60,993        
Internal service fund 99,099          97,285         
Business-type activities 1,397          985           1,397          985             
    Total expenses 2,484,096     2,476,088    1,397          985           2,386,394   2,379,788   
Increase/(Decrease)
    in net assets 198,806        66,663         832             568           298,737      164,516      

Totals

 
 
 

{This space is intentionally left blank} 
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Business-type Activities 
 
Operating and non-operating revenues of the District’s business-type activities increased $676 
from the previous year and expenses increased by $412. 

 
FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 
 
As of the year end, the governmental funds reported a combined fund balance of $1,034,810 
which is approximately $268,500 higher than the beginning of the year. 
 
General Fund Budgetary Highlights 
 
As further explained in the Notes to the Financial Statements, annual appropriated budgets are 
prepared in the spring of each year for the general and special revenue funds.  The budgets are 
submitted to the County office and, as a Type II School District, are approved by the voters 
annually.  Transfers of appropriations may be made by Board resolution at any time during 
the fiscal year.  The District is permitted to encumber funds throughout the year for purchases 
ordered but not yet received.  Any open encumbrances as of June 30th carry over to the next 
fiscal year and are added to the appropriation reflected in the certified budget. 
 
After adjusting total revenue reported on Exhibit C-1 for the Reimbursed TPAF Social 
Security Contribution and on-behalf TPAF Pension Contributions, which are not budgeted, 
the District’s actual revenue exceeded the budget by approximately $18,500.  This is a result 
of a increase in tuition revenue.  Again, after adjusting for the Reimbursed TPAF Social 
Security Contribution and on-behalf TPAF Pension Contributions, actual expenditures were 
below the budgeted appropriations by approximately $500.   
 
CAPITAL ASSET  
 
Capital Assets 
 
At the end of 2010, the District had invested $1.85 million in a broad range of capital assets, 
including land, buildings, vehicles and machinery. 
  

2010 2009 2010 2009 2010 2009

Land 410,630        410,630      410,630      410,630      
Buildings and Bldg 
improvements 1,400,457     1,451,312   1,400,457   1,451,312   
Machinery & equipment 43,041          61,721        43,041        61,721        

-             
Total 1,854,128     1,923,663 -           -         1,854,128   1,923,663 

Governmental Activities Business-type Acticities Totals
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
The student population in the District has fluctuated over the past 10 years, however state aid 
has remained fairly constant despite a decrease in student population. 
  
The District budget for the 2011 fiscal year includes required supplies and anticipated 
contractual increases in salaries and employee benefits.   
 
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT 
 
This financial report is designed to present users (residents, receiving districts, and creditors) 
with a general overview of the District’s finances and to demonstrate the District’s 
accountability.  If you have questions about the report or need additional financial 
information, contact the District’s business administrator at 275 93rd Street, Stone Harbor, 
New Jersey, 08243. 

17



BASIC FINANCIAL STATEMENTS

The basic financial statements provide a financial overview of the district's
operation.  These financial statements present the financial position and
operating results of all funds as of June 30, 2010.
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DISTRICT-WIDE FINANCIAL STATEMENTS

The district-wide financial statements provide a financial overview of the district's
operation.  These financial statements present the financial position and
operating results of the governmental and business-like funds as of June 30, 2010.
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EXHIBIT A-1

Governmental Business-type
Activities Activities Total

ASSETS
Cash and cash equivalents 1,001,610$         1,424 1,003,034
Receivables, net 112                    -              112                
Due from Agency Fund 492                    492                
Due from other governments 39,814                39,814            
Capital assets, net
   Land and land improvements 410,630              410,630          
   Depreciable assets, net of depreciation 1,443,499           -              1,443,499       

                  Total Assets 2,896,157           1,424          2,897,581       

LIABILITIES
Accounts payable 7,218                  -              7,218             
Due to agency fund -              -                 
Deferred revenue -                     -                 
Noncurrent liabilities:
         Due within one year -                     -                 
         Due beyond one year 181,599              181,599          
                  Total liabilities 188,817              -              188,817          

NET ASSETS
Invested in capital assets, net of related debt 1,854,129           -              1,854,129       
Restricted for:
        Other purposes 791,473              791,473          
Unrestricted 61,738 1,424 63,162
Total net assets 2,707,340$         1,424 2,708,764

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Statement of Net Assets

June 30, 2009

See Accompanying Notes to the Financial Statements
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FUND FINANCIAL STATEMENTS

The combining and individual fund and account group statements and schedules
present more detailed information for the individual funds in a format that segregates
information by fund type.  The statements are segregated as follows:

Governmental Funds - This section consists of the general and special revenue funds.

Proprietary Funds -  This section consists of the milk program and the internal 
service fund.  These funds are operated in a manner similar to a private business
enterprise.

Fiduciary Funds - This section consists of the unemployment compensation insurance
trust fund, the student activity and payroll agency funds and the scholarship expendable
trust fund.
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EXHIBIT B-1

Capital Total
Special Projects Governmental

General Revenue Fund Funds
ASSETS

Cash and Cash Equivalents 1,001,610$  0 1,001,610       
Due from other funds 13,995 13,995            
Intergovernmental receivable - state 4,581 4,581              
Intergovernmental receivable - other 21,730 13,503 35,233            
Other Accounts Receivable 112 112                 

Total Assets 1,042,028 13,503     -             1,055,531      

LIABILITIES AND FUND BALANCES

LIABILITIES:
Accounts payable 7,218 7,218              
Due to other funds 13,503       13,503            
Deferred revenue -             -                 

 
Total Liabilities 7,218 13,503       -              20,721            
 

FUND BALANCES
  Reserved for:

Encumbrances 16,980 16,980            
Capital reserve account 210,004 210,004          
Maintenance reserve account 140,000 140,000          
Emergency reserve account 129,894 129,894          
Designated for subsequent 
  year's expenditures 0 -                 
Excess surplus 168,813       168,813          
Excess surplus - designated for subsequent
  year's expenditures 125,782 125,782          

Unreserved, reported in:
General fund 243,337 243,337          
 Capital projects fund -              -                 
 Special revenue fund -                 

Total Fund Balances 1,034,810 -             -              1,034,810       

Total Liabilities and Fund Balances 1,042,028$ 13,503     -             

 
Amounts reported for governmental activities in the statement
of net assets (A-1) are different because:
  Capital assets used in governmental activities are not
  financial resources and therefore are not reported in the funds. 1,854,129       

  Long-term liabilities are not due and payable in the current
  period and therfore are not reported in the funds. (181,599)        

Net assets of governmental activities 2,707,340      

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Balance Sheet

Governmental Funds
June 30, 2010

See Accompanying Notes to the Financial Statements
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EXHIBIT B-2
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

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

for the Fiscal Year ended June 30, 2010

Special Capital Total 
General Revenue Projects Governmental 

Fund Fund Fund Funds

REVENUES:
Local tax levy 2,129,907$    2,129,907     
Interest on investments -                    -                   
Interest earned on capital reserve funds -                    -                   
Tuition 156,097        156,097        
Miscellaneous 5,740            5,740           
Local sources 2,780       2,780           
State sources 192,429        192,429        
Federal sources 47,035     47,035          

Total Revenues 2,484,173      49,815     -                   2,533,988     

EXPENDITURES:
Current expense

Instruction 830,501        13,902     844,403        
Special education instruction 65,923          65,923          
Other instruction 10,108          10,108          

Support services and undistributed costs:
Tuition 199,628        199,628        
Student & instruction related services 322,894        21,386     344,280        
School administrative services 37,362          37,362          
Other administrative services 60,488          60,488          
Central services 31,682          31,682          
Plant operations and maintenance 222,862        222,862        
Pupil transportation 36,860          36,860          
Unallocated benefits 395,253        395,253        

Capital outlay 2,500            14,527     17,027          

Total Expenditures 2,216,061      49,815     -                   2,265,876     

Excess (deficiency) of revenues
over (under) expenditures 268,112        -               -                   268,112        

Other financing sources (uses):
Transfer 16,877          (16,877)         -                   

Total other financing sources (uses) 16,877          -               (16,877)         -                   

Net change in fund balances 284,989        -               (16,877)         268,112        

Fund Balances, July 1 749,821        16,877          766,698        

Fund Balances, June 30 1,034,810$   -             -                   1,034,810   

See Accompanying Notes to the Financial Statements
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EXHIBIT B-3

Total net change in fund balances  -  governmental funds (from B-2) 268,112$     

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

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

Depreciation expense (69,534)
Capital outlays          0 (69,534)

In the statement of activities, certain operating expenses, e.g., compensated absences
   (vacations) are measured by the amounts earned during the year.  In the governmental 
  funds, however, expenditures for these items are reported in the amount of financial resources
  used (retired).  When the earned amount exceeds the retired amount, the difference is reduction in 
  the reconciliation (-); when the retired amount exceeds the earned amount the difference 
  is an addition to the reconciliation (+). (49,587)

Change in net assets of governmental activities 148,991$     

for the Year Ended June 30, 2010

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures,

and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

See Accompanying Notes to the Financial Statements
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EXHIBIT B-4

Non Major Funds
Business-type Activities - Governmental 

Enterprise Funds Activities
Milk Internal Service
Fund Fund

ASSETS

Current assets:
Cash and cash equivalents 1,424$                      
Accounts receivable
Inventories
      Total current assets 1,424                        -                     

Noncurrent assets:
Furniture, machinery & equipment
    Less accumulated depreciation
        Total noncurrent  assets -                            -                     
            Total assets 1,424                        -                     

Liaibilities

Current liabilities
Interfund payable
Accounts payable -                            
        Total current liabilities -                            -                     

             Total liabilities -                            -                     

NET ASSETS

Invested in capital assets, net of
    related debt -                            -                     
Unrestricted 1,424                        -                     
Total net assets 1,424$                      -                     

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Statement of Net Assets

June 30, 2010
Proprietary Funds

See Accompanying Notes to the Financial Statements
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EXHIBIT B-5

Business-type
Activities - Governmental 

Enterprise Funds Activities
Milk Internal Service
Fund Fund

OPERATING REVENUES:
Local sources:

Daily sales - Non-reimbursable programs 1,421$                 
Other revenue 808                    99,099            

Total Operating Revenues 2,229                 99,099            

OPERATING EXPENSES:
Salaries 81,788            
Employee Benefits 17,311            
Management fee
Cost of sales 1,397                 
Depreciation

Total Operating Expenses 1,397                 99,099            

Operating (loss) 832                    -                     

Net loss before contributions and transfers 832                    -                     

OPERATING TRANSFERS:
Transfers in - General Fund -                         

Change in net assets 832                    -                     

Total net assets - beginning 592                    

Total net assets - ending 1,424$                 -                     

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
for the Fiscal Year ended June 30, 2010

Non Major Funds

See Accompanying Notes to the Financial Statements
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EXHIBIT B-6

Business-type
Activities - Governmental 

 Enterprise Funds Activities
Milk Internal Service

Fund Fund

Cash Flows from Operating Activities
Receipts from customers and others 1,843$              99,099           
Payments to employees (81,788)          
Payments for employee benefits (17,311)          
Payments to suppliers (1,397)             

Net cash provided by operating activities 446                  -                     

Net increase in cash and cash equivalent 446                  
Balances - beginning of year                                                                                                    978                  
Balances - end of year 1,424               -                     

Reconciliation of operating loss to net cash used by operating activities
Operating income 832                  
Adjustments to reconcile operating loss to cash used by operating activities

Change in assets and liabilities
  decrease in accounts receivable 1,309               
  (Decrease) in interfund (1,695)             

Total adjustments (386)                -                     
Net cash provided/(used) by operating activities                                                                      446$                 -                     

Non Major Funds

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Statement of Cash Flows

Proprietary Fund
for the Fiscal Year ended June 30, 2010

See Accompanying Notes to the Financial Statements
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Scholarship Unemployment Agency
Fund Compensation Trust Fund

ASSETS:
Cash and Cash Equivalents 2,095$               38,481                    4,664
Due from milk fund 0

Total Assets 2,095 38,481 4,664

LIABILITIES:
Payable to Student Groups 3,240
Payroll liabilites 932
Interfund Payable 492

 
Total Liabilities -                     -                          4,664
 
NET ASSETS

Held in trust for unemployment 
claims and other purposes 2,095$               38,481

June 30, 2010

EXHIBIT B-7
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Statement of Fiduciary Net Assets
Fiduciary Funds

See Accompanying Notes to the Financial Statements
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EXHIBIT B-8

Unemployment Scholarship
Compensation Trust Fund

ADDITIONS
Contributions:
   Plan member 1,815$                   
   Board
      Total Contributions 1,815                     -                     

Investment earnings:
   Interest 148                        8                    
     Net investment earnings 148                        8                    
        Total additions 1,963                     8                    

DEDUCTIONS
Unemployment claims 297                        
        Total deductions 297                        -                     
            Change in net assets 1,666                     8                    
Net assets—beginning of the year 36,815                   2,087             
Net assets—end of the year 38,481$                 2,095             

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
for the Year Ended June 30, 2010

See Accompanying Notes to the Financial Statements
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Borough of Stone Harbor School District 
Notes to Financial Statements 
June 30, 2010 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The Borough of Stone Harbor School District is an instrumentality of the State of New Jersey, 
established to function as an educational institution.  The Board consists of elected officials and 
is responsible for the fiscal control of the District.  A superintendent is appointed by the Board 
and is responsible for the administrative control of the District. 
 
The financial statements of the Board of Education (Board) of the Borough of Stone Harbor 
School District (District) have been prepared in conformity with generally accepted accounting 
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.  In its accounting and financial reporting, the District follows 
the pronouncements of the Governmental Accounting Standards Board (GASB) and the 
pronouncements of the Financial Accounting Standards Board (FASB) and its predecessor 
organizations issued on or before November 30, 1989, unless they conflict with or contradict 
GASB pronouncements.  Although the District has the option to apply FASB pronouncements 
issued after that date to its business-type activities and enterprise funds, the District has chosen 
not to do so.  The more significant accounting policies established in GAAP and used by the 
District are discussed below. 
 
A.  REPORTING ENTITY: 
 
The Borough of Stone Harbor School District is a Type II district located in the County of Cape 
May, State of New Jersey.  As a Type II District, the School District functions independently 
through a Board of Education.  The board is comprised of five board members and 1 
representative from Avalon elected to three-year terms.  The purpose of the district is to educate 
students in grades K-8.  The Borough of Stone Harbor School District had an approximate 
enrollment at June 30, 2010 of 61 students. 
 
The primary criterion for including activities within the District's reporting entity, as set forth in 
Section 2100 of the GASB Codification of Governmental Accounting and Financial Reporting 
Standards, is whether: 
 

 the organization is legally separate (can sue or be sued in their own name) 
 the District holds the corporate powers of the organization 
 the District appoints a voting majority of the organization’s board 
 the District is able to impose its will on the organization 
 the organization has the potential to impose a financial benefit/burden on the District 
 there is a fiscal dependency by the organization on the District 

 
Based on the aforementioned criteria, the District has no component units. 
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B.  BASIC FINANCIAL STATEMENTS – GOVERNMENT-WIDE STATEMENTS: 
 
The District’s basic financial statements include both government-wide (reporting the District as 
a whole) and fund financial statements (reporting the District’s major funds).  Both the 
government-wide and fund financial statements categorize primary activities as either 
governmental or business type.  The District’s general and special revenue activities are 
classified as governmental activities.  The District’s milk fund program is classified as business-
type activities. Fiduciary funds are excluded from the government-wide financial statements. 
 
In the governmental-wide Statement of Net Assets, both the governmental and business-type 
activities columns (a) are presented on a consolidated basis by column, (b) and are reported on a 
full accrual, economic resource basis, which recognizes all long-term assets and receivables as 
well as long-term debt and obligations.  The District’s net assets are reported in three parts-
invested in capital assets, net of related debt; restricted net assets; and unrestricted net assets.  
The District first utilizes restricted resources to finance qualifying activities. 
 
The government-wide Statement of Activities reports both the gross and net cost of each of the 
District’s functions and business-type activities (milk fund).  The functions are also supported by 
general government revenues (property taxes, tuition, certain intergovernmental revenues, etc.).  
The Statement of Activities reduces gross expenses (including depreciation) by related program 
revenues, operating and capital grants.  Program revenues must be directly associated with the 
function (regular instruction, student & instruction related services, etc.) or a business-type 
activity.  Operating grants include operating-specific and discretionary (either operating or 
capital) grants while the capital grants column reflects capital-specific grants. 
 
The net costs (by function or business-type activity) are normally covered by general revenue 
(property taxes, tuition, interest income, etc.). 
 

a. The District does allocate indirect costs such as depreciation expense, compensated 
absences, On-behalf TPAF Pension Contributions, and Reimbursed TPAF Social 
Security Contributions. 

 
The government-wide focus is more on the sustainability of the District as an entity and the 
change in the District’s net assets resulting from the current year’s activities. 
 
C. BASIC FINANCIAL STATEMENTS – FUND FINANCIAL STATEMENTS 
 
The financial transactions of the District are reported in individual funds in the fund financial 
statements.  Each fund is accounted for by providing a separate set of self-balancing accounts 
that comprise its assets, liabilities, reserves, fund equity, revenues and expenditures/expenses.  
The various funds are reported by generic classification within the financial statements. 
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Borough of Stone Harbor School District 
Notes to Financial Statements 
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The following fund types are used by the District: 
 

1. Governmental Funds: 
 
The focus of the governmental funds’ measurement (in the fund statements) is upon 
determination of financial position and changes in financial position (sources, uses, and balances 
of financial resources) rather than upon net income.  The following is a description of the 
governmental funds of the District. 
 

a. General fund is the general operating fund of the District.  It is used to account for all 
financial resources except those required to be accounted for in another fund. 

b. Special revenue funds are used to account for the proceeds of specific revenue sources 
that are legally restricted to expenditures for a specific purpose. 

 
2. Proprietary Funds: 
 
The focus of proprietary fund measurement is upon determination of operating income, changes 
in net assets, financial position, and cash flows.  The generally accepted accounting principles 
applicable are those similar to businesses in the private sector.  The following is a description of 
the proprietary funds of the District: 
 

a. Enterprise funds are required to be used to account for operations for which a fee is 
charged to external users for goods or services and the activity (a) is financed with debt 
that is solely secured by a pledge of the net revenues, (b) has third party requirements that 
the cost of providing services, including capital costs, be recovered with fees and charges 
or (c) establishes fees and charges based on a pricing policy designated to recover similar 
costs. 

 
3. Fiduciary Funds: 
 
Fiduciary funds are used to report assets held in a trustee or agency capacity for others and 
therefore are not available to support District programs. The reporting focus is on net assets and 
changes in net assets and are reported using accounting principles similar to proprietary funds. 
 
The emphasis in fund financial statements is on the major funds in either the governmental or 
business-type activities categories.  Non-major funds by category are summarized into a single 
column.  GASBS No. 34 sets forth minimum criteria (percentage of the assets, liabilities, 
revenues or expenditures/expenses of either fund category or the governmental and enterprise 
combined) for the determination of major funds.  The non-major funds are combined in a column 
in the fund financial statements. 
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The District’s fiduciary funds are presented in the fiduciary fund financial statements by type 
(pension, private purpose and agency).  Since by definition these assets are being held for the 
benefit of a third party (other local governments), private parties, pension participants, etc.) and 
cannot be used to address activities or obligations of the government, these funds are not 
incorporated into the government-wide statements. 
 
D. BASIS OF ACCOUNTING 
 
Basis of accounting refers to the point at which revenues or expenditures/expenses are 
recognized in the accounts and reported in the financial statements.  It relates to the timing of the 
measurements made regardless of the measurement focus applied. 
 
1. Accrual: 
 
Both governmental and business-type activities in the government-wide financial statements and 
the proprietary and fiduciary fund financial statements are presented on the accrual basis of 
accounting.  Revenues are recognized when earned and expenses are recognized when incurred. 
 
2. Modified Accrual: 
 
The governmental fund financial statements are presented on the modified accrual basis of 
accounting.  Under the modified accrual basis of accounting, revenues are recorded when 
susceptible to accrual; i.e., both measurable and available.  “Available” means collectible within 
the current period or within 60 days after year end.  Expenditures are generally recognized under 
the modified accrual basis of accounting when the related liability is incurred.  The exception to 
this general rule is that principal and interest on general obligation long-term debt, if any, is 
recognized when due. 
 
E. FINANCIAL STATEMENT AMOUNTS 
 
1. Cash and Cash Equivalents: 
 
Cash and cash equivalents include petty cash, change funds, cash in banks and all highly liquid 
investments with a maturity of three months or less at the time of purchase and are stated at cost 
plus accrued interest.  U.S. Treasury and agency obligations and certificates of deposit with 
maturities of one year or less when purchased are stated at cost.  All other investments are stated 
at fair value. 
 
For the purpose of determining cash equivalents the District considers all investments with an 
original maturity of three months or less as cash equivalents. 
 
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. 
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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. 
 
NJSA 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 public 
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 at least equal to five percent of the average daily balance of collected public funds, 
to secure the deposits of Governmental Units.  If a public depository fails, the collateral it has 
pledged, plus the collateral of all other public depositories, is available to pay the full amount of 
their deposits to the Governmental units. 
 
2. Investments: 
 
Investments, including deferred compensation and pension funds, are stated at fair value, (quoted 
market price or the best available estimate).  Interest earned on investments in the Capital 
Projects Fund is recognized in the District’s General Fund. 
 
3. Capital Assets: 
 
Capital assets purchased or acquired with an original cost of $2,000 or more are reported at 
historical cost or estimated historical cost.  Contributed assets are reported at fair market value as 
of the date received.  Additions, improvements and other capital outlays that significantly extend 
the useful life of an asset are capitalized.  Other costs incurred for repairs and maintenance are 
expensed as incurred.  Depreciation on all assets is provided on the straight-line basis over the 
following estimated useful lives: 
 

Buildings 20-50 years 
Machinery and equipment 5-10 years 
Improvements 10-20 years 

 
GASBS No. 34 requires the District to report and depreciate new infrastructure assets.  
Infrastructure assets include roads, parking lots, underground pipe, etc.  Neither their historical 
cost nor related depreciation has historically been reported in the financial statements.  The 
District has included all infrastructure assets in the current fiscal year.   
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4. Revenues: 
 
Substantially all governmental fund revenues are accrued.  Property taxes are susceptible to 
accrual and under New Jersey State Statutes 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.  Subsidies and grants to 
proprietary funds, which finance either capital or current operations, are reported as non 
operating revenue based on GASBS No. 33.  In applying GASBS No. 33 to grant revenues, the 
provider recognizes liabilities and expenses and recipient recognizes receivables and revenue 
when the applicable eligibility requirements, including requirements are met are reported as 
advances by the provider and deferred revenue by the recipient. 
 
5. Expenditures: 
 
Expenses are recognized when the related fund liability is incurred.  Inventory costs are reported 
in the period when inventory items are used, rather than in the period purchased. 
 
6. Compensated Absences: 
 
Compensated absences are those absences for which employees will be paid, such as vacation, 
sick leave, and sabbatical leave.  A liability for compensated absences that are attributable to 
services already rendered, and that are not contingent on a specific event that is outside the 
control of the District and its employees, is accrued as the employees earn the rights to the 
benefits.  Compensated absences that relate to future services, or that are contingent on a specific 
event that is outside the control of the District and its employees, are accounted for in the period 
in which such services are rendered or in which such events take place. 
 
In governmental and similar trust funds, compensated absences that are expected to be liquidated 
with expendable available financial resources are reported as an expenditure and fund liability in 
the fund that will pay for the compensated absences.  The remainder of the compensated 
absences liability is reported in the District-wide Financial Statements as a Governmental 
Activity. 
 
In proprietary and similar trust funds, compensated absences are recorded as an expense and 
liability of the fund that will pay for them. 
 
7. Interfund Activity: 
 
Interfund activity is reported as either loans, services provided, reimbursements or transfers.  
Loans are reported as interfund receivables and payables as appropriate and are subject to 
elimination upon consolidation.  Services provided, deemed to be at market or near market rates, 
are treated as revenues and expenditures/expenses.  Reimbursements are when one fund incurs a 
cost, charges the appropriate benefiting fund and reduces its related costs as reimbursement.  All 
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other interfund transactions are treated as transfers.  Transfers between governmental or 
proprietary funds are netted as part of the reconciliation to the government-wide financial 
statements. 
 
8. 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. 6:23-2(g).  Transfers of 
appropriations may be made by School Board resolution at any time during the fiscal year.  No 
material transfers were made to/(from) budgetary line items 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 generally accepted accounting principles with the exception of 
the legally mandated revenue recognition of the last state aid payment for budgetary purposes 
only and the special revenue fund as noted below.  Encumbrance accounting is also employed as 
an extension of formal budgetary integration in the governmental fund types.  Unencumbered 
appropriations lapse at fiscal year end. 
 
The accounting records of the special revenue fund are maintained on the grant accounting 
budgetary basis.  The grant accounting budgetary basis differs from GAAP in that the grant 
accounting budgetary basis recognizes encumbrances as expenditures and also recognizes the 
related revenues, whereas the GAAP basis does not.  Sufficient supplemental records are 
maintained to allow for the presentation of GAAP basis financial reports. 

 
9.  Encumbrances: 
 
Under encumbrance accounting purchase orders, contracts and other commitments for the 
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open 
encumbrances in governmental funds, other than the special revenue fund, are reported as 
reservations of fund balances at fiscal year end as they do not constitute expenditures or 
liabilities but rather commitments related to unperformed contracts for goods and services. 
 
Open encumbrances in the special revenue fund, for which the District has received advances, 
are reflected in the balance sheet as deferred revenues at fiscal year end. 
 
The encumbered appropriation authority carries over into the next fiscal year.  An entry will be 
made at the beginning of the next fiscal year to increase the appropriation reflected in the 
certified budget by the outstanding encumbrance amount as of the current fiscal year end. 
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10.  Tuition Payable 
 
Tuition charges for the fiscal years 2009-10 and 2008-09 were based on rates established by the 
receiving district. These rates are subject to change when the actual costs have been determined. 
  
10.  Tuition Receivable 
 
Tuition is received through an interlocal agreement negotiated annually with the Avalon Board 
of Education 
        
12. Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures.  Accordingly, actual results could differ from those results. 
 
13. Allocation of Costs 
 
In the government-wide statement of activities, the District has allocated unallocated benefits to 
various programs based on the amended budget by program. 
 
F.  RECENT ACCOUNTING PRONOUNCEMENTS 
 
In February 2009, the Governmental Accounting Standards Board (GASB) adopted Statement 
No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions”.  This statement 
will become effective for fiscal periods beginning after June 15, 2010.  The effective date for the 
District is the fiscal year beginning July 1, 2010.  The objective of the statement is to enhance the 
usefulness of fund balance information by providing clearer fund balance classifications and 
clarifying the existing fund balance type definitions. 
 
NOTE 2. INVESTMENTS 
 
As of June 30, 2010, the District had no investments. 
 
Interest Rate Risk. The district does not have a formal investment policy that limits investment 
maturities as a means of managing its exposure to fair value losses arising from increasing 
interest rates. However, New Jersey Statutes 18A:20-37 limits the length of time for most 
investment to 397 days. 
Credit Risk. New Jersey Statutes 18A:20-37 limits district investments to those specified in the 
Statutes.  The type of allowable investments are Bonds of the United States of America or of the 
district or the local units in which the district is located; obligations of federal agencies not 
exceeding 397 days; government money market mutual funds; the State of New Jersey Cash 
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Management Plan; local government investment pools; or repurchase of fully collateralized 
securities.  
 
Concentration of Credit Risk. The district places no limit on the amount the district may invest 
in any one issuer.  
 
NOTE 3. CASH 
 
Custodial Credit Risk—Deposits. Custodial credit risk is the risk that in the event of a bank 
failure, the government’s deposits may not be returned to it. The district’s policy is based on 
New Jersey Statutes requiring cash be deposited only in New Jersey based banking institutions 
that participate in the New Jersey Governmental Depository Protection Act (GUDPA) or in 
qualified investments established in New Jersey Statutes 18A:20-37 that are treated as cash 
equivalents. As of June 30, 2010, $0 of the government’s bank balance of $1,049,189 was 
exposed to custodial credit risk. 
 
NOTE 4. CAPITAL RESERVE ACCOUNT 
 
A capital reserve account was established by the Borough of Stone Harbor Board of Education 
by the inclusion of 41 on October 11, 2000 for the accumulation of funds for the use as capital 
outlay expenditures in subsequent fiscal years.  The capital reserve account is maintained in the 
general fund and its activity is included in the general fund annual budget. 
 
Funds placed in the capital reserve account are restricted to capital projects in the district’s 
approved Long Range Facilities Plan (LRFP) and updated annually in the Quality Assurance 
Annual Report (QAAR).  Upon submission of the LRFP to the department, a district may 
increase the balance in the capital reserve by appropriating funds in the annual general fund 
budget certified for taxes or by transfer by board resolution at year end (June 1 to June 30) of any 
unanticipated revenue or unexpended line-item appropriation amounts, or both.  A district may 
also appropriate additional amounts when the express approval of the voters has been obtained 
either by a separate proposal at budget time or by a special question at one of the four special  
elections authorized pursuant to N.J.S.A 16:60-2.  Pursuant to NJAC 6:23A-14.1(g), the balance 
in the account cannot at any time exceed the local support costs of uncompleted capital projects 
in its approved LRFP. The activity is shown as follows: 
 

  6/30/10  
Beginning balance, July 1 $ 85,004
Budget Increase  125,000
Ending balance, June 30 $ 210,004
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NOTE 5.  MAINTENANCE RESERVE 
 
New Jersey Statute 18A:7G-9 permits districts to accumulate funds for the required maintenance 
of a facility in accordance with the Educational Facilities Construction and Financing Act 
(EFCFA).   The balance may only be increased through an appropriation in the annual general 
fund budget certified for taxes.  Upon completion of a school facilities project, districts are 
required to submit a plan for the maintenance of that facility.  As of June 30, 2010 the District 
has reserved $140,000 for maintenance. 
 
NOTE 6. FIXED ASSETS 
 
Capital asset activity for the year ended June 30, 2010 was as follows: 

Balance 
June 30, 

2009 Additions
Disposals/ 

Adjustments

Balance 
June 30, 

2010
Governmental Activities:
Capital assets that are not being
depreciated: 
    Land $        410,630         410,630 
Total capital assets not being
depreciated        410,630                -                    -           410,630 

Bldg and bldg improve     2,290,307      2,290,307 

Site improvements          86,965           86,965 
Machinery and Equipment        577,762         577,762 
  Total at historical cost     2,955,034                -                    -        2,955,034 

Less: Accumulated depreciation   (1,442,001)      (69,534)    (1,511,535)
Total capital assets being depr,
net of accum depr     1,513,033      (69,534)      1,443,499 

Governmental activities capital
assets, net     1,923,663      (69,534)                  -        1,854,129 
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Depreciation expense as charged to governmental functions as follows: 

Regular instruction $ 34,767               
Special education 6,953                 
Student & instruction related services 10,430               
School administrative expenses 6,953                 
General and business administration 6,953                 
Plant operations and maintenance 3,478                 

$ 69,534             

 
NOTE 7. GENERAL LONG-TERM DEBT 
 
Long-term liability activity for the year ended June 30, 2010 was as follows: 
 

Balance 
6/30/2009

Issued Retired Balance 
6/30/2010

One year

Governmental Activities $

  Other liabilities:
Compensated Absences 
Payable     132,012     75,213       25,625     181,600             -   
Governmental activities 
long-term liabilities $     132,012     75,213       25,625     181,600             -   

NOTE 8. PENSION PLANS 
 
Description of Plans 
 
All required employees of the District are covered by either the Public Employees’ Retirement 
System or the Teacher’s Pension and Annuity Fund cost-sharing multiple-employer defined 
benefit pension plans 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 or the reports can be accessed on the internet at  
http://www.state.nj.us/treasury/pensions/annrpts_archive.htm. 
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Teachers' Pension and Annuity Fund 
 
The Teachers' Pension and Annuity Fund was established in January, 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 
 
The Public Employees' Retirement System was established in January, 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 
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. 
 
Funding Policy 
 
The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994, Chapter 115, P.L. of 
1997 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 5.5% of employees’ annual 
compensation, as defined.  Employers are required to contribute at an actuarially determined rate 
in both TPAF and PERS.  The current TPAF rate is 5.5% and the PERS rate is 5.5% of covered 
payroll.  The School District’s contributions to TPAF for the years ending June 30, 2010, 2009 
and 2008 were $70,154, $66,725, and $157,806 respectively, and paid by the State of New 
Jersey on behalf of the board, equal to the required contributions for each year.  The School 
District’s contributions to PERS for the years ending June 30, 2010, 2009 and 2008 were 
$10,813, $8,838 and $9,290 respectively, equal to the required contributions for each year.  
 
During the fiscal years ended June 30, 2010, 2009 and 2008, the State of New Jersey contributed 
$70,154, $66,725, and $157,806, respectively, to the TPAF for post-retirement medical benefits 
on behalf of the Board.  Also, in accordance with NJSA 18A:66-66 the State of New Jersey 
reimbursed the Board $78,058, $74,929, $74,591 during the same fiscal years for the employer’s 
share of social security contributions for TPAF members as calculated on their base salaries.  
These amounts, which are not required to be budgeted, have been included in the financial 
statements, and the combining and individual fund and account group statements and schedules 
as revenues and expenditures in accordance in GASB 27. 
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NOTE 9. POST-RETIREMENT BENEFITS 
 
Chapter 384 of Public Laws 1987 and Chapter 6 of Public Laws 1990 required Teachers’ 
Pensions and Annuity Fund (TPAF) and the Public Employees’ Retirement System (PERS), 
respectively, to fund post-retirement medical benefits for those State employees who retire after 
accumulating 25 years of credited service or on a disability retirement.  P.L. 2007, c. 103 
amended the law to eliminate the funding of post-retirement medical benefits through the TPAF 
and PERS.  It created separate funds outside of the pension plans for the funding and payment of 
post-retirement medical benefits for retired State employees and retired educational employees.  
As of June 30, 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 
Chapter 62, P.L. 1994. 
 
The State made post-retirement (PRM) contributions 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 Chapter 126, P.L. 1992, which provides 
free health benefits to members of PERS 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 10. DEFERRED COMPENSATION 
 
The Board offers its employees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 403(b).  The plans, which are administered by the entities listed below, 
permits participants to defer a portion of their salary until future years.  Amounts deferred under 
the plans are not available to employees until termination, retirement, death or unforeseeable 
emergency.  The plan administrators are as follows: 
 
    Lincoln Investment Planning 
    Travelers Insurance Company 
     
NOTE 11. COMPENSATED ABSENCES 
 
The District accounts for compensated absences (e.g. sick leave) as directed by Governmental 
Accounting Standards Board Statement No. 16 (GASB 16), “Accounting for Compensated 
Absences”.  A liability for compensated absences attributable to services already rendered and 
not contingent on a specific event that is outside the control of the employer and employee is 
accrued as employees earn the rights to the benefits. 
 
District employees are granted vacation and sick leave in varying amounts under the District’s 
personnel policies.  Unused sick leave may be accumulated and carried forward to subsequent 
years.  Upon retirement for those who have not less than twenty (20) years of service in the 
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District, the District shall pay the employee for unused sick leave in accordance with the 
District’s agreements with the various employee unions.  Vacation days not used during the year 
may only be carried forward with approval from the Superintendent. 
 
In the district-wide Statement of Net Assets, the liabilities whose average maturities are greater 
than one year should be reported in two components – the amount due within one year and the 
amount due in more than one year. 
 
NOTE 12.  LITIGATION 
 
From time to time, the District is a defendant in legal proceedings relating to its operations as a 
school district.  In the best judgment of the District’s management, the outcome of any present 
legal proceedings will not have any adverse material affect on the accompanying financial 
statements.  
 
NOTE 13. FUND BALANCE APPROPRIATED 
 
General Fund – Of the $1,041,473 General Fund fund balance at June 30, 2010, $16,980 is 
reserved for encumbrances; $294,595 is reserved as excess surplus in accordance with N.J.S.A. 
18A:7F-7 ($125,782 of the total reserve for excess surplus has been appropriated and also 
included as anticipated revenue for the year ending June 30, 2011); $0 has been legally restricted 
and included as anticipated revenue for the year ending June 30, 2011; $210,004 has been 
reserved in the Capital Reserve Account; $140,000 has been reserved in the Maintenance 
Reserve Account. $129,894 has been reserved in the Emergency Reserve Account and $250,000 
is unreserved and undesignated. 
 
NOTE 14. CALCULATION OF EXCESS SURPLUS 
 
In accordance with NJSA 18A:7F-7, as amended by P.L. 2004, C.73 (S1701), the designation for 
Reserved Fund Balance – Excess Surplus is a required calculation.  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 $294,595, of which $125,782 has been 
appropriated and included as anticipated revenue for the year ended June 30, 2011.  Pursuant to 
the provisions of Executive Order No. 14 $23,324 of that amount was approved by the 
Commissioner of the Department of Education for withdrawal to address any budget shortfall in the 
general fund account group due to the 2009-10 withholding of state aid. 
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NOTE 15. INTERFUND RECEIVABLES AND PAYABLES 
 
As of June 30, 2010, several interfunds remained on the various balance sheets of the Borough of 
Stone Harbor Board of Education. 

  

From To
General Fund:
    Agency Fund  $             492 
    Special Revenue Fund            13,503 
Special Revenue Fund:
    General Fund 13,503      
Agency Fund:
    General Fund 492           

13,995$       13,995    

 
Interfunds were created throughout the year due to short term borrowings to cover cash flow 
needs in the various funds.  The fund financial interfunds were eliminated in the governmental-
wide statements.   
 
NOTE 16. 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, student accident and surety bonds.  During the fiscal year ended June 30, 2008 
the District did not incur claims in excess of their coverage and the amount of coverage did not 
significantly decrease. 
 
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 School 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 School 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 School's expendable trust fund for the current and prior year: 
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Fiscal Year 
 
 

 
 

District 
Contributions

 
 

 
 

Employee 
Contributions

 
 

 
 

Amount 
Reimbursed 

 
 

 
 

Ending 
Balance

             
2009-2010  $ 0   1,963   297   38,481 
2008-2009  $ 0   2,176   77   36,815 
2007-2008  $ 0   1,662   1,577   34,716 

 
Worker’s Compensation Fund –The Board currently maintains traditional insurance for its 
worker’s compensation coverage. 
 
NOTE 17. ECONOMIC DEPENDENCY 
 
The District is heavily reliant on local property taxation to fund District operations.  Property 
taxes funded 85% of the Districts 2009-2010 governmental operations. 
 
NOTE 18- SUBSEQUENT EVENTS 
 
The District has evaluated subsequent events through November 9, 2010, the date on which the 
financial statements were available to be issued, and no items other than described below were 
identified that require disclosure. 
 
The District has an agreement with the Board of Education of the Borough of Avalon to reduce 
the grade levels at each school to provide a more productive educational environment for the 
students in each of the Districts. 
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BUDGETARY COMPARISON SCHEDULES

The budgetary comparison schedules consist of the comparison of anticipated
revenues and budgeted expenditures to actual results for the general and the
special revenue funds.
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EXHIBIT C-4

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

General Special
Fund Revenue

Sources/inflows of resources
Actual amounts (budgetary basis) "revenue" from the budgetary 2,484,843$      49,815

comparison schedule

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

Prior year
Current year

State aid payment recognized for GAAP statements in the
current year, previously recognized for budgetary purposes. 5,993

State aid payment recognized for budgetary purposes, not
recognized for GAAP statements until the subsequent year. (6,663)

Total revenues reported on the statement of revenues,
expenditures and changes in fund balances -
governmental funds 2,484,173 49,815

Uses/outflows of resources
Actual amounts (budgetary basis) "total outflows" from the

budgetary comparison schedule 2,216,061 49,815

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

Prior year
Current year

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances -
governmental funds 2,216,061$      49,815

for the Fiscal Year Ended June 30, 2010

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
Required Supplementary Information

Budgetary Comparison Schedule
Notes to Required Supplementary Information
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SPECIAL REVENUE FUND 

Special revenue funds are used to account for the proceeds of specific revenue
sources (other than expendable trusts or major capital projects) that are
legally restricted to expenditures for specific purposes.
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FIDUCIARY FUNDS

Trust funds are used to account for gifts and bequests to the school district
for a specific purpose.

Unemployment Compensation Insurance Trust Fund -
This is an expendable trust fund used to pay unemployment
compensation insurance claims.

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.

Agency Funds - This agency funds are
used to account for the payroll transactions of the school district
and student activity funds

Scholarship Fund - This fund is an
expendable trust fund to provide for scholarships for district
students
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EXHIBIT H-2

Unemployment
Compensation Scholarship

Trust Fund Total

ADDITIONS:
Contributions:
  Plan Members 1,815$         1,815          

Total Contributions 1,815           -              1,815          

Investment Earnings
  Interest 148              8             156             

Net investment earnings 148              8             156             

Total additions 1,963           8             1,971          

DEDUCTIONS:

Unemployment Claims 297              297             

Total deductions 297              -              297             

Change in net assets 1,666           8             1,674          

Net Assets, July 1 36,815         2,087      38,902        

Net Assets, June 30 38,481$      2,095    40,576        

BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Fiduciary Fund
for the Fiscal Year ended June 30, 2010

Combining Statement of Changes in Fiduciary Net Assets
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Balance Cash Cash Balance
June 30, 2009 Receipts Disbursements June 30, 2010

General account -$          0
Petty Cash Account 2,279$      3,167 3,199 2,247
School fund account 993 993

Total Liabilities 3,272$      3,167 3,199 3,240

EXHIBIT H-3
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

for the Fiscal Year ended June 30, 2010
Schedule of Receipts and Disbursements

Student Activity Agency Fund
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Balance Balance
June 30, 2009 Additions Deletions June 30, 2010

ASSETS:
Cash and cash equivalents 1,533$        1,342,016 1,342,125 1,424

Total Assets 1,533 1,342,016 1,342,125 1,424

LIABILITIES:
Net Payroll 833,391 833,391 -               
Payroll deductions and witholdings 1,041 508,625 508,734 932              
Interfunds payable 492 0 0 492

Total Liabilities 1,533$        1,342,016 1,342,125 1,424

EXHIBIT H-4
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Payroll Agency Fund
Statement of Changes in Assets and Liabilities

for the Fiscal Year ended June 30, 2010
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Statistical Section

Governmental Accounting Standards Board (GASB) requires 10 years of 
statistical information to be included in the CAFR.  However, due to the

change in the statistical requirements, information was unavailable for all 10 years.
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J-5
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

General Fund Other Local Revenue by Source
Last Ten Fiscal Years

Unaudited

Fiscal Year Tuition Interest on Sale of 
Ended June 30, Revenue Investments Bus Misc. Total

2001 95,137       9,829         4,794           109,760         
2002 103,597     9,602         12,993         126,192         
2003 100,766     8,385         15,482         124,633         
2004 106,470     3,140         4,342           113,952         
2005 123,576     5,506         3,165           132,247         
2006 130,744     19,664       2,501           152,909         
2007 150,564     28,037       1,647           180,248         
2008 150,361     10,374       614              161,349         
2009 149,991     8,778         2,992           161,761         
2010 156,097     -                5,740           161,837         

Source: District Records
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J-7
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Direct and Overlapping Property Tax Rates
Rate per $100 of Assessed Value

Last Ten Fiscal Years
Unaudited

Overlapping Rates

Basic Rate a

General 
Obligation Debt 

Service b  Total Direct 

 Borough 
of Stone 
Harbor 

 Cape May 
County 

 Total Direct and 
Overlapping Tax 

Rate 
 Fiscal 
Year 

Ended 
June 30, 

2001 0.100                   0.011                 0.111             0.269      0.360         0.740                  
2002 0.093                   0.007                 0.100             0.269      0.401         0.770                  
2003 0.087                   0.008                 0.095             0.277      0.408         0.780                  
2004 0.089                   0.009                 0.098             0.293      0.399         0.790                  
2005 0.053                   0.005                 0.058             0.186      0.206         0.450                  
2006 0.053                   0.004                 0.057             0.186      0.227         0.470                  
2007 0.053                   0.002                 0.055             0.206      0.249         0.510                  
2008 0.057                   -                         0.057           0.218    0.254       0.529                 
2009 0.049                   -                         0.049           0.190    0.224       0.463                 
2010 0.052                   -                         0.052           0.198    0.223       0.473                 

Source: District Records and Municipal Tax Collector

Note: NJSA 18A:7F-5d limits the amount that the district can submit for a general fund tax levy . The levy when added to other components
of the district's net budget may not exceed the prebudget year net budget by more than the spending growth limitation calculation.

a The district's basic tax rate is calculated from the A4F form which is submitted with the budget and the Net valuation taxable.

b Rates for debt service are based on each year's requirements.

BOROUGH OF STONE HARBOR SCHOOL DISTRICT
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J-9
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Property Tax Levies and Collections
Last Ten Fiscal Years

Unaudited

Amount
Percentage 

of Levy 

2001 1,424,950       1,424,950       100%
2002 1,949,023       1,949,023       100%
2003 1,785,718       1,785,718       100%
2004 1,695,691       1,695,691       100%
2005 1,746,515       1,746,515       100%
2006 2,016,076       2,016,076       100%
2007 2,025,910       2,025,910       100%
2008 1,969,219       1,969,219       100%
2009 2,047,988       2,047,988       100%
2010 2,129,907       2,129,907       100%

Source: District records including the Certificate and Report of School Taxes (A4F form

Note: School taxes are collected by the Municipal Tax Collector.  Under New Jersey State Statute
a municipality is required  to remit to the school district the entire property tax balance, in is th
amount voted upon or certified prior to the end of the school yea

 Fiscal 
Year 

Ended 
June 30, 

 Collected within the Fiscal Year of
the Levy   Taxes Levied 

for the Fiscal 
Year 

 Collections 
in 

Subsequent 
Years 
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J-11
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Ratios of Net General Bonded Debt Outstanding
Last Ten Fiscal Years

Unaudited

 Fiscal 
Year 

Ended 
June 30, 

 General 
Obligation 

Bonds  Deductions 

 Net General 
Bonded Debt 
Outstanding 

Percentage of 
Actual Taxable 

Value a of 
Property Per Capita b

2001 759,000          759,000         0.060%
2002 649,000          649,000         0.034%
2003 529,000          529,000         0.024%
2004 404,000          404,000         0.016%
2005 274,000          274,000         0.009%
2006 139,000          139,000         0.004%
2007 -                     -                    0.000%
2008 -                     -                    0.000%
2009 -                     -                    0.000%
2010 -                     -                    0.000%

No Debt for past 4 Years

Note: Details regarding the district's outstanding debt can be found in the notes to the financial statements.
a See Exhibit NJ J-6 for property tax data.  
b Population data can be found in Exhibit NJ J-13.

General Bonded Debt Outstanding
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J-14
BOROUGH OF STONE HARBOR SCHOOL DISTRICT

Demographic and Economic Statistics
Last Ten Fiscal Years

Unaudited

Year Population a

Personal 
Income 

(thousands of 
dollars) b

Per Capita 
Personal 
Income c

Unemployment 
Rate d

2001 1,122                39,259           34,990            5.10%
2002 1,110                40,019           36,053            5.90%
2003 1,102                40,214           36,492            6.10%
2004 1,078                41,762           38,740            4.10%
2005 1,054                42,493           40,316            3.30%
2006 1,037                43,888           42,322            5.10%
2007 1,020                45,467           44,575            4.90%
2008 1,012                46,553           46,001            6.00%
2009 1,016                46,737           46,001            8.70%
2010 1,016                46,737           46,001            8.70%

Source: 
a Population information provided by the NJ Dept of Labor and Workforce Development
b Personal income provided by the US Dept. of Commerce, Bureau of Economic Analysis.
c Per Capita information provided by the US Dept. of Commerce, Bureau of Economic Analysis.
d Unemployment data provided by the NJ Dept of Labor and Workforce Development
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J-20
BOROUGH OF STONE HARBOR BOARD OF EDUCATION

Insurance Schedule
June 30, 2010
Unaudited

Coverage a Deductible
School package Policy - New Jersey School Board
  Association Insurance Group

    Property- Blanket Building & Contents 4,429,178$          1,000
    Comprehensive General Liability 11,000,000
    Comprehensive Automobile Liability 11,000,000
    Comprehensive Crime Coverage 50,000 500
    Electronic Data Processing Equipment 267,730 1,000
    Blanket Extra Expense 10,000,000 1,000
    Blanket Valuable Papers and Records 10,000,000 1,000
    Employee Benefits Liability 11,000,000 1,000
   
Workers' Compensation - New Jersey School Board
  Association Insurance Group 2,000,000

School Board Legal Liability - New Jersey School Board
  Association Insurance Group
     Errors and Omissions Policy 11,000,000

   
Flood Insurance - New Jersey School Board
   Building 500,000 5,000
   Contents 500,000 5,000

Source:  District Records

a - Coverage includes all schools covered by the New Jersey School Board
Insurance Group.
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REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM  

AND INTERNAL CONTROL OVER COMPLIANCE  
REQUIRED BY OMB CIRCULAR A-133 AND  

NEW JERSEY OMB CIRCULAR 04-04 
 
Honorable President and 
  Members of the Board of Education 
Borough of Stone Harbor School District 
County of Cape May 
Borough of Stone Harbor, New Jersey 
 
Compliance 
 
We have audited the compliance of the Board of Education of the Borough of Stone Harbor 
School District, in the County of Cape May, State of New Jersey, with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement and the New Jersey State Aid/Grant Compliance Supplement that are 
applicable to each of its major state programs for the fiscal year ended June 30, 2010.  Borough 
of Stone Harbor Board of Education’s major state programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs.  
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of 
its major state programs is the responsibility of the Borough of Stone Harbor Board of 
Education’s management.  Our responsibility is to express an opinion on the Borough of Stone 
Harbor Board of Education’s compliance based on our audit. 
 
We conducted our audit of compliance 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; the 
audit requirements as prescribed by the Division of Finance, Department of Education, State of 
New Jersey; OMB Circular A-133 Audits of States, Local Governments and Non-Profit 
Organizations and New Jersey OMB’s Circular 04-04, Single Audit Policy for Recipients of 
Federal Grants, State Grants and State Aid.  Those standards and OMB Circular A-133 and New 
Jersey OMB’s Circular 04-04, require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct material effect on a major state program occurred.  An audit 
includes examining, on a test basis, evidence about the Borough of Stone Harbor Board of 
Education’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audit provides a reasonable basis 
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for our opinion.  Our audit does not provide a legal determination on Borough of Stone Harbor 
Board of Education’s compliance with those requirements. 
 
In our opinion, the Board of Education of the Borough of Stone Harbor School District, in the 
County of Cape May, State of New Jersey, complied, in all material respects, with the 
requirements referred to above that are applicable to each of its major state programs for the 
fiscal year ended June 30, 2010.   
 
Internal Control Over Compliance 
 
The management of the Board of Education of the Borough of Stone Harbor School District is 
responsible for establishing and maintaining effective internal control over compliance with 
requirements of laws, regulations, contracts and grants applicable to federal and state programs.  
In planning and performing our audit, we considered Borough of Stone Harbor Board of 
Education’s internal control over compliance with requirements that could have a direct and 
material effect on a major state program in order to determine our auditing procedures for the 
purpose of expressing our opinion on compliance and to test and report on the internal control 
over compliance in accordance with OMB Circular A-133 and New Jersey OMB’s Circular 04-
04. 
 
Our consideration of the internal control over compliance would not necessarily disclose all 
matters in the internal control that might be material weaknesses.  A material weakness is a 
reportable condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that noncompliance with applicable 
requirements of laws, regulations, contracts and grants caused by error or fraud that would be 
material in relation to a major state program being audited may occur and not be detected within 
a timely period by employees in the normal course of performing their assigned functions.  We 
noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 
 
This report is intended solely for the information and use of the audit committee and 
management of the Borough of Stone Harbor Board of Education, the New Jersey State 
Department of Education (cognizant audit agency), and other state and federal awarding agencies 
and is not intended to be, and should not be, used by anyone other than these specified parties. 
 
       
Robert E. Swartz, CPA 
 
Robert E. Swartz, CPA 
Licensed Public School Accountant 
No.   CS00667 
 
Swartz and Co., LLC 
 
Swartz and Co., LLC 
Certified Public Accountants 
 
November 9, 2010 
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Borough of Stone Harbor School District 
Notes to the Schedules of Financial Assistance 
June 30, 2010 

NOTE 1. GENERAL 
 
The accompanying schedules of expenditures of federal awards and state financial assistance 
include federal and state award activity of the Board of Education, Borough of Stone Harbor 
School District.  The Board of Education is defined in Note 1(A) 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.  This basis of accounting is 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 on a GAAP 
basis.  Budgetary comparison statements or schedules (RSI) 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 pursuant to P.L. 2003, c.97 (A3521).  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 net adjustment to reconcile from budgetary basis to GAAP basis is $(670) for the general 
fund and $0 for the special revenue fund.  See the following schedule and Note 1(D) 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 
basic financial statements on a GAAP basis as follows: 
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Borough of Stone Harbor School District 
Notes to the Schedules of Financial Assistance 
June 30, 2010 

General 
fund Total

State Assistance:

Actual amounts (budgetary) 
“revenues” from the Schedule of 
Expenditures of State Financial 
Assistance 122,945$   122,945         

Difference – budget to “GAAP”

State aid payment recognized for 
GAAP statements in the current 
year, previously recognized for 
budgetary purposes 5,993         5,993             

State aid payment recognized for 
budgetary purposes, not recognized 
for GAAP statements until the 
subsequent year. (6,663)        (6,663)            

On Behalf TPAF payments
recognized for GAAP statements
not included in the Schedule of 
Expenditures of State Financial
Assistance 70,154       70,154           

Total State revenue as reported on 
the statement of revenues, 
expenditures and changes in fund 
balances 192,429$   192,429$       
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Borough of Stone Harbor School District 
Notes to the Schedules of Financial Assistance 
June 30, 2010 

Federal Assistance:
Actual amounts (budgetary)
"revenues" from the Schedule of 
Expenditures of Federal Awards 47,035             47,035          

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

Total Federal revenue as reported
on the statement of revenue,
expenditures, and changes in fund
balances 47,035             47,035          

 
 
NOTE 4. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS 
 
Amounts reported in the accompanying schedules agree with the amounts reported in the related 
federal and state financial reports. 
 
NOTE 5. OTHER 
 
The amounts reported as TPAF Pension Contributions represents the amount paid by the State on 
behalf of the district for the year ended June 30, 2010.  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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BOROUGH OF STONE HARBOR SCHOOL DISTRICT 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDING JUNE 30, 2010 
 

Part 2 – Schedule of Financial Statement Findings 
 
 

NONE 
 

 
 

Part 3 – Schedule of State Award Findings and Questioned Costs 
 

NONE 
 
 

STATUS OF PRIOR YEAR FINDINGS 
 
 

NONE 
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